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Overview 
In this issue, we provide an evaluation of changes in Ukrainian economic 
legislation that took place during the last 12 months with regard to their impact 
on the business environment in Ukraine.1 Given that first efforts were made to 
determine public policy priorities and to reach consensus on reforms, we suggest 
that in general legislation improved during this period. Meanwhile, key 
documents which should ensure the integrity of the legal framework in Ukraine
new civil, customs, and land codeswere not adopted 
he past years changes show incipient tendencies which 
will determine further directions of Ukrainian legislative 
developments; they include 
· adoption of codes which will replace legislation dating to 
the Soviet period. The necessity of new civil and land 
codes emerged from the need for strengthening private 
ownership in the realm of property and land relations; 
· reconcilement and improvement of current laws. Re-
garding legislation on taxation, the Tax Code should ful-
fil this function; 
· development of legislation in line with European and 
WTO standards. These modifications will help to pro-
mote competition and therefore encourage business de-
velopment and more effective resource allocation. 
During the last year, legislation pertaining to the regulation 
of economic activity, taxation, agriculture, and the energy 
sector underwent significant changes. Meanwhile, there were 
no key changes made in the realm of contract enforcement or 
stock market infrastructure. Also, Ukrainian authorities 
should pay more attention to the development of legislation 
on protecting competition and intellectual property rights. 
Changes in legislation on business regulation (see REGULA-
TION OF BUSINESS ACTIVITY) were directed at determining 
the procedures for government agency actions and for their 
regulation. The goal of these modifications was to set quality 
market regulation. Procedures for drafting and approving 
regulatory acts were imposed, envisioning the evaluation of 
regulatory impact, and promoting public participation. 
                                                                 
1 An analysis of economic legislation changes made in 19981999 is 
presented in Policy Studies, #78 (JulyAugust 1999). 
T
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The Law On licensing will guarantee easier procedures for 
new businesses entering the market. The law stipulates li-
cense-receiving procedures based on a declarative principle 
(rather than a permission-granting one). The draft laws on 
certification, standardisation, and accreditation, coordinated 
with EU standards, envision significant changes in the struc-
ture of executive bodies and a shift from compulsory to vol-
untary certification. These laws will encourage development 
of competition and higher quality of Ukrainian products. 
However, legislative regulation of tax agency powers is the 
most acute problem. During the last 12 months, the powers 
of the State Tax Administration (STA) were significantly 
enlarged: in particular the STA was entitled to submit pro-
posals regarding tax legislation and to dispose of property 
seized as tax collateral without the supervision of third par-
ties. As a result, there are increased risks of inconsistent taxa-
tion policy and abuses of power (see REGULATION OF BUSI-
NESS ACTIVITY). 
At the same time, innovations in the tax system (tax list, rates, 
and bases) promoted economic growth: tax legislation be-
came more stable, equality in tax burden distribution in-
creased, and the tax burden was lessened (see TAXATION 
POLICY). These tendencies will be stronger when the Verk-
hovna Rada of Ukraine passes the Tax Code. 
However, there is still no consensus on the degree of reduc-
tion of the VAT, corporate tax, and personal income tax 
rates. Uncertainty about the future taxation policy will persist 
until consensus is reached on the Tax Code regulations. The 
powers of tax agencies, the rights of taxpayers, and the 
mechanism of tax collateral are being actively discussed. The 
Tax Code should define these issues in detail. 
Guided by the priority objectives stated in the EU Partner-
ship and Cooperation Agreement and WTO requirements, 
Ukrainian authorities have introduced legislation changes 
directed at foreign trade liberalisation. Import duty rates 
were reduced and import restrictions were abolished. The 
draft Customs Code complies with WTO standards. These 
measures will simplify and correct the procedures for cus-
toms passage (see FOREIGN TRADE). 
Meanwhile, protectionist measures remain without changes 
in the domestic metallurgical and automobile industries and 
in agriculture. They distort competition and force Ukraines 
trade partners to apply compensatory sanctions. 
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According to the EU Partnership and Cooperation Agree-
ment, the development of legislation on protection of com-
petition is a priority objective of Ukraine. Today, this legisla-
tion is weak. Only first steps have been made to set control 
over maintaining fair competition in those spheres where 
market self-regulation is not able to promote competition. A 
framework law on natural monopolies was approved only in 
April 2000. The development of competition legislation will 
be guided by the aim of harmonising Ukrainian and Euro-
pean antimonopoly legislation (see COMPETITION POLICY). 
Special economic zones (SEZ) threaten the development of 
competition in Ukraine (see SPECIAL ECONOMIC ZONES). The 
main problems of SEZ operation are lack of clear and strict 
requirements concerning SEZ specialisation; improperly 
large size of SEZ and priority development areas; and opaque 
and unclear procedures for entering/exiting and excessive 
regulation of SEZ entity activities. 
Legislation on the protection of intellectual property rights is 
also an important factor for promoting fair competition (see 
INTELLECTUAL PROPERTY). Creating an integrated legal 
framework and ensuring law execution are the main objec-
tives in this realm. Effective protection of intellectual prop-
erty rights will encourage foreign investments into Ukraine 
and stimulate the creation of domestic intellectual property. 
During the last year, legislation on contract enforcement un-
derwent no changes. A new version of the Civil Code, passed 
second reading, was the most remarkable event of this pe-
riod. The goal of the new code is to set uniform rules of the 
game in the realm of property relationships, on the basis of 
an even playing field for all business entities, and their free-
dom of choice to enter these relationships. However, the 
government and the Verkhovna Rada could not compromise 
regarding judicial system reform (see CONTRACT ENFORCE-
MENT). 
During the last year, the legal framework regarding the stock 
market and its infrastructure was not improved. The main 
locomotive for stock market development is privatisation, 
which was accelerated thanks to several legislative instru-
ments (see PRIVATISATION AND THE STOCK MARKET). 
Finally, we evaluate modifications in agriculture, energy, and 
banking regulation. 
Legislative and normative acts for the regulation of the agri-
cultural sector that were adopted over the last twelve months 
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can be split into two groups: (1) documents that determine 
property rights and (2) documents that regulate activities in 
the agricultural market. All these documents have a common 
positive featurethe development of the agricultural sector 
based on market principles. The further development of the 
agricultural sector will significantly depend on the Land 
Code (see SECTORAL REGULATION). 
Adoption of the amendment to the law On electricity was 
the main event in the realm of energy sector regulation. 
These amendments eliminate the majority of reasons for non-
payments in the energy market, but simultaneously increase 
the rights of the government to interfere in the activities of 
wholesale electricity market agents. 
The problems of banking regulation in Ukraine are instabil-
ity and the requirement that they perform fiscal functions. 
Frequent changes in regulations, coupled with administrative 
measures, diminish the attractiveness of the banking sector 
for investors. Fiscal functions and the failure to maintain 
bank secrecy scare away potential clients. The law On banks 
and banking activities should eliminate these problems. 
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Regulation of economic activity 
Modifications in legislation on the regulation of economic activity are aimed at 
forming market mechanisms for self-regulation that should replace government 
interference in company operations. The continued use of mechanisms of direct 
administrationproven to be totally ineffective in the new economic 
environmentcauses lost confidence in government policy, depressed business 
activity, and, as a result, growth of unemployment, increased budget losses at all 
levels, and slashed social programs 
Regulatory policy 
Principles 
During the last 12 months, the government made its first ef-
forts towards the development of an integrated regulatory 
policy. The President signed the Decree On introducing an 
integrated regulatory policy in the business sector on Janu-
ary 22, 2000. The decree establishes the following principles 
for the legal regulation of business activity: 
· expediency, adequacy, and compliance of legal regula-
tion with the requirements of market economy; 
· positive economic and social impacts of imposed regula-
tory acts; 
· consistent and coordinated measures to draft, impose, 
and execute regulatory acts; 
· openness in developing the most important regulatory 
acts which strongly affect the market environment and 
the rights and interests of businesses and public discus-
sions of these drafts; 
· compulsory and timely notification of business entities 
about approved regulatory acts. 
Also, the decree stipulates that draft regulatory acts must be 
agreed with the State Committee of Ukraine for Regulatory 
Policy and Entrepreneurship (STE) which is responsible for 
coordinating the work of executive bodies on drafting,  im-
posing, and executing regulatory acts. 
In order to increase the influence of civil society institutions 
on decision-making processes within the government, the 
decree states that draft regulatory acts affecting the market 
The government made its 
first efforts towards the 
development of an inte-
grated regulatory policy. 
Procedures for drafting 
and substantiating regu-
latory acts were intro-
duced, envisioning regu-
latory impact analysis 
and public participation 
in decision making 
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environment and the rights and interests of business should 
be published to promote discussion. 
The presidential decree was followed by the Cabinet of Minis-
ters resolutions On approving the Methodological recom-
mendations on preparing substantiations for draft regulatory 
acts dated May 6, 2000 and On approving the Regulations 
on the procedure for drafting regulatory acts dated July 31, 
2000. 
Regulatory impact analysis 
According to the resolution dated May 6, 2000, draft regula-
tory acts submitted to the President and the government or 
adopted by central and local executive bodies should be ac-
companied by a regulatory impact analysis (RIA). 
An RIA includes the following elements: 
· description of the problem to be resolved through state 
intervention in certain business activities (why the prob-
lem cannot be resolved with the help of market mecha-
nisms and calls for state intervention, what its harm is), 
and definition of the objectives of regulation; 
· description of the mechanisms and measures to resolve 
the problem, with an explanation of why they will be 
effective; 
· description of alternatives to the proposed regulatory 
act, which should include an assessment of other possi-
ble means of resolving the problem; 
· analysis of the costs and benefits of the proposed regula-
tory act and the alternative regulations, and also the costs 
and benefits to citizens, businesses, and the statei.e., 
the three groups directly or indirectly affected by the 
regulatory act; 
· assessment of the forecast economic and social effects of 
the proposed regulatory act; 
· rationale for the term of the proposed regulatory act and 
a list of measures to determine the degree of effective-
ness of the regulatory act. 
Procedures for drafting regulatory acts 
The resolution dated June 31, 2000 establishes the proce-
dures for drafting regulatory acts at the level of central and 
local governments and by the Crimean Council of Ministers. 
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The stages of drafting regulatory acts are as follows: 
· planning work on the development of draft regulatory 
acts, and developing the drafts; 
· analysing the regulatory impact according to the Meth-
odological Recommendations on preparing the substan-
tiation for draft regulatory acts, defined by the resolution 
dated May 6, 2000; 
· coordinating drafts with the STE and/or its correspond-
ing regional agencies; and submitting drafts for ap-
proval; 
· implementing measures to determine the degree of ef-
fectiveness of imposed regulatory acts; and preparing re-
ports on these measures. 
The resolution also determines the procedures for coordinat-
ing draft acts with the STE and reviewing appeals on its deci-
sions at government committee meetings. 
According to the framework Presidential Decree On meas-
ures to support business activity and its further development 
dated July 15, 2000, executive bodies should ensure the in-
volvement of business associations in public discussions of 
draft regulatory acts. Two months before, thanks to active 
lobbying by business associations, the Cabinet of Ministers 
created the Council of Business Associations at the Govern-
ment Committee on Economic Development.2 The council is 
responsible for (1) providing independent analysis of draft 
documents being considered by the government committee, 
and (2) organising feedback between business associations 
and the government regarding the effectiveness of imposed 
regulations. The decree and resolutions of the Cabinet of 
Ministers both strengthen business influence on regulatory 
policy at a procedural level. 
Meanwhile, the executives lack of institutional capacity to 
maintain procedures for public discussion of alternative deci-
sions results in inconsistency of government policy. For ex-
ample, simultaneously with two decrees aimed at business 
development (dated January 22 and July 15, 2000), the Presi-
dent imposed the Decree On additional measures to 
strengthen the fight against hiding untaxed incomes, and 
also laundering illegally earned profits dated June 22, 2000. 
                                                                 
2 The council was created pursuant to a Cabinet of Ministers resolu-
tion dated May 18, 2000. 
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Contradicting the principles of regulatory policy, this decree 
provides for further enlargement of the powers of controlling 
agencies. 
Entering and exiting the market 
Free entry to the market is the main prerequisite of competi-
tion. Effective procedures for the registration and licensing 
of business entities encourage the legalisation and develop-
ment of economic activity. 
Registration of business entities 
The Presidential Decree On measures to ensure the re-
demption of debts to budgets and state targeted funds, and 
the repayment of loans dated December 24, 1999 signifi-
cantly complicated entry to the market. The President of 
Ukraine ordered the Cabinet of Ministers through all possi-
ble legal means to restrict the creation of business entities by: 
· individuals and legal entities which are founders (own-
ers) or supervisors of business entities in arrears to 
budgets or state targeted funds, or having debts on loans 
granted under guarantee of the Cabinet of Ministers of 
Ukraine or local state administrations (hereinafter
debts); 
· business entities having debts. 
The danger of these regulations is that they violate the prin-
ciple of limited liability of business owners. Moreover, they 
are applied even to small shareholders in open joint-stock 
companies, which form of ownership often emerged in the 
process of mass privatisation. 
The liability of owners should be limited to their share of the 
authorised capital. That is why the full liability for company 
debts to creditors and budgets at all levels is assumed by the 
legal entitythe companyand its management. Expecting 
dividends, owners invest available money in their co-owned 
enterprises. They should monitor the activities of company 
managementhired employeesthrough supervisory boards 
and other statutory bodies. However, according to the decree 
dated December 24, 1999, the risk of economic activity is 
shifted from the hired managers to the owners. This could 
lead to the forced transformation of all legal entities into 
companies with full liability. This form of ownership is the 
least popular in the world, due to the very high level of liabil-
ity. Thus, this step in Ukraine could mean an attempt to pre-
Free entry to the market is 
the main prerequisite of 
competition. The last 
years decisions in gen-
eral were directed at re-
stricting the registration 
of business entities. How-
ever, a progressive law on 
licensing was approved 
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vent citizens from exercising their constitutional right to 
economic activity. 
Licensing economic activity 
This year, the Law On licensing certain types of economic 
activity dated June 1, 2000 drastically modified the permit 
system in Ukraine. 
The new law is grounded on the following principles: 
· declarative principle for obtaining licenses; 
· protection of human rights, legal interests, and life and 
health, environmental protection, and national security; 
· establishment of a single procedure for licensing eco-
nomic activities throughout Ukraine; 
· determination of a single list of licensable types of eco-
nomic activity. 
The legislation clearly defines the objects and subjects of li-
censing and licence conditions, and sets forth the procedures 
for granting licences and supervising the execution of licence 
conditions. The law minimises the possibilities for free inter-
pretation of its provisions by state officials and, thus, corrup-
tion. 
However, the law still contains weak points, which lead to 
certain risks: 
· The list of activities requiring licensing is still rather ex-
cessive. It covers economic activities which do not meet 
the second declared principle of licensing. 
· The scope of the laws application is restricted. The law 
does not touch certain types of economic activityin par-
ticular, broadcasting, the power sector, and use of nu-
clear energywhich are licensed according to special 
laws. This creates a precedent for the violation of the ba-
sic principle of using a single list of activities requiring 
licensing and a single procedure for licensing. 
In general, successful execution of the law will depend on the 
Cabinet of Ministers resolutions that determine conditions 
and fees for every type of activity. The law will significantly 
improve the regulatory environment if the said resolutions 
follow the rules that (1) licenses are not fiscal instruments, 
only documents of permission, and (2) licence conditions 
should cover only the specific activities requiring licensing. 
New economic legislation, 19992000 
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Tax administration 
The problems in the realm of tax administration are the most 
painful for businesses in Ukraine. This fact is confirmed by 
survey findings. According to the results of a survey on small 
businesses in Ukraine conducted by the International Fi-
nance Corporation,3 businesses ranked the simplification of 
tax reporting, elimination of incentives for tax collection, 
and decreasing the powers of tax inspectors as the second, 
third, and fourth most important measures required in the 
realm of tax administration. 
The Presidential Decree On approving the Regulations on 
the State Tax Administration dated July 13, 2000 is a notable 
move in this direction. Unfortunately, jointly with its positive 
features, the decree on tax administration entails large risks. 
The powers of the State Tax Administration on the most dis-
puted issues were considerably enlarged; in particular: 
· The State Tax Administration (STA) was again granted 
the right to submit its proposals regarding tax legislation 
without coordination with the Ministry of Finance, 
which is responsible for developing tax policy. 
· The tax agency was yet again entitled to independently 
determine the procedures for inspection of financial and 
economic activity, as well as their frequency. This author-
ity of the STA contradicts the Presidential Decree On 
some measures to deregulate business activity;4 this de-
cree specifies when inspections can be carried out and 
when companies can turn away representatives of con-
trolling bodies. 
· The STA gained new functions that duplicate those of 
other executive bodies. For example, the STA can make 
decisions on creating, reorganising, liquidating state-
owned enterprises, institutions, and organisations. 
These regulations lead to conflicts of interest, since the 
agency which should be responsible only for monitoring exe-
cution of tax legislation obtains the possibility to manage 
business entities, and independently determine the rules of 
its own activity. 
                                                                 
3 The survey findings were published in June 2000. 
4 Presidential Decree dated July 23, 1998. 
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In the process of tax reform, work on the draft Tax Code and 
draft Law On the procedures for collecting taxpayer debts to 
budgets and state targeted funds5 will play a most important 
role. The most recent draft was developed in order to im-
prove the procedures guaranteeing tax payments. While the 
draft law describes clear mechanisms for collecting tax ar-
rears, it has the following weak spots: 
· Tax agencies are entitled to unilaterally sell any property 
seized as a tax collateral (including integrated property 
complexes). Thus, in fact, this procedure constitutes ac-
celerated pre-court bankruptcy, but it does not meet the 
principles of effective bankruptcy. 
· All enterprise assets which are not pledged at the mo-
ment when the tax debt arises should be seized as tax col-
lateral if the taxpayers have not returned any tax forms at 
all (or late) and if taxpayers do not pay pre-approved tax 
liabilities; the tax administration is thus courting abuses. 
· The possibility for calculating tax liability sums on the 
basis of indirect and analogy-based methods. The wide 
scope of powers of tax agencies in applying indirect 
methods leads to a risk that tax agencies will abuse them, 
and hence creates room for corruption. 
Regulation of reporting 
and accounting 
The problems of excessive reporting and accounting are one 
of the largest obstacles to the development of business activity 
in Ukraine. During the last year, this sphere underwent some 
changes which only worsened the regulatory environment. 
Financial accounting 
Adoption of the Law On amending the Law of Ukraine On 
using electronic cash registers and sales books in transactions 
with customers in trade, catering, and the services sector 
dated June 1, 2000 was the most resonant event in the realm 
of business regulation. 
The law generates risks of enlarged room for corruption and 
a worsened regulatory climate in Ukraine. After numerous 
appeals on the part of businesses, including picketing, the 
                                                                 
5 A draft law is involved in the draft Tax Code (see Chapter 13 On 
overall administrative regulations). 
The problems of excessive 
reporting and account-
ing have become more 
acute. Financial ac-
counting and statistical 
reporting have become 
unjustifiably complicated 
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Verkhovna Rada postponed the date of the laws promulga-
tion until January 1, 2001 in order to amend the law. 
The most problematic regulations of the law are the follow-
ing: 
· The law is applied to both cash and non-cash transac-
tions. That is, the use of cash registers can be required 
even in cases of money being transferred from the 
buyers to the sellers current account, which is unsup-
portable. 
· The requirement for using cash registers and/or ac-
counting books even covers small-size businesses, which 
should be entitled to simplified methods of taxation, ac-
counting, and reporting. Simplified taxation enables 
these businesses to pay fixed tax sums which do not de-
pend on accounted incomes and costs, and it guarantees 
the budget revenues and simplifies tax administration. 
In contrast, financial accounting on the basis of docu-
mentary confirmation (e.g., cash registers or passbooks) 
is an excessive and very costly procedure for small busi-
nesses. It does not affect their budget contributions and 
kills any incentive for legal operations. This situation has 
already resulted in social tension and can cause large 
budget losses. 
· The law establishes additional accounting requirements 
which will duplicate current forms of financial account-
ing and require extra resources; even insignificant mis-
takes in this accounting could lead to severe fines. 
· Contrary to the regulatory policy declared by the Presi-
dent of Ukraine, the law includes the concept of an op-
erative (on-the-spot or unscheduled) inspection. In 
practice, such inspections could be carried out without 
any reason and in any number, leading to excessive 
abuses and huge corruption. 
A draft law on amending the abovementioned law has already 
been registered at the Verkhovna Rada. So, the described 
problems can potentially be resolved in the near future. 
Statistical reporting 
The Law On amending the Law of Ukraine On state statis-
tics dated July 13, 2000 does not encourage business devel-
opment, either. 
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The law entitled statistical bodies to conduct inspections of 
the financial and economic activity of business entities. It al-
lows visiting shops, service and other premises, and sites 
owned by legal entities, their subsidiaries, branches, repre-
sentative offices, and other separate departments, or individ-
ual entrepreneurs. Practically, this function of statistical 
bodies duplicates the powers of tax agencies. 
The law also expands the requirements for statistical report-
ing to the smallest business entities. They are required to 
submit tax reports, though business entities following the 
simplified taxation system are exempted. These requirements 
generate excessive problems, both for the businesses and the 
statistics bodies. Performance indicators of small-size busi-
nesses are so petty, while their number is so huge, that the 
overall reporting translates into a very expensive and ineffec-
tive procedure. Evaluating the indicators of small-size busi-
nesses on the basis of sampling surveys would be more useful 
and effective.6 
Regulation of product safety  
and quality 
Currently, the Ukrainian system of technical regulation cre-
ates a heavy burden for manufactures and supplies. It im-
pedes the development of new technology and obstructs the 
entry of domestic enterprises into international markets. The 
system of technical regulation involves standardisation, certi-
fication, and accreditation. This system is related to issues of 
producer responsibility for the quality and safety of their 
products, and the protection of consumers. 
In Ukraine, the outdated system of technical regulation is 
fixed at a legislative level in two decrees of the Cabinet of 
MinistersOn standardisation and certification and On 
state control over following standards, norms, and rules, and 
the responsibility for their violations, and also in numerous 
laws and by-laws. That is why, in order to improve the situa-
tion, a legal framework for reform should be created. Draft 
laws On the accreditation of agencies conducting compli-
ance assessments, On confirming compliance, and On 
standardisation have already passed first reading in the Verk-
                                                                 
6 This practice is generally adopted in the rest of the world. For 
more detail, see Policy Studies No. 13 (November 2000), titled Eco-
nomic statistics in Ukraine. 
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Verkhovna Rada. The system of technical regulation will be 
brought into line with the European system. 
Standardisation 
In developed counties, complying with standards is a matter 
of freedom of choice. Contrarily, in the Soviet Union, which 
had no competitive market, standards were mandatory and 
directed at ensuring a minimum level of product quality. In 
Ukraine, all standards are still mandatory. However, accord-
ing to world practices, only standards stipulating require-
ments for human life and health safety and environmental 
protection should be mandatory. 
Moreover, Ukraine still applies mandatory standards dating 
to the 1980s, 70s, and 60s. This policy impedes the devel-
opment of technologies and hence reduces the countrys ex-
port potential. Countries claiming associated membership in 
the European Union should harmonise not less than 80% of 
their standards to corresponding international and European 
norms. Ukraine has harmonised only 5% of its standards. 
The draft law On standardisation establishes a legal frame-
work for reform in the sphere of standardisation according to 
the abovementioned principles. 
Certification 
The goal of certification is fair inspections of product con-
formity to defined standards (mandatory or voluntary), con-
ducted by the third parties which do not depend on the pro-
ducers or consumers. 
The findings of a survey carried out by the Regulatory Re-
form program in May 2000 show that in Ukraine the costs to 
producers related to certification have increased since 1998. 
Moreover, about 60% of producers must certify their goods. 
According to Ukrainian legislation, only state bodies are enti-
tled to certify products. As a result, the majority of these bod-
ies are not able to function in a market environment, or 
promote voluntary certification. They are subordinated to 
ministries and lobby own interests. Such behaviour heaps a 
heavy burden on producers shoulders. If enterprises buy 
modern equipment abroad, they must certify itcertification 
costs are often equivalent to the equipment value. 
When the Verkhovna Rada adopts the Law On confirming 
compliance, Ukraine will harmonise these procedures, in-
cluding certification, with international principles. Practi-
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cally, it will mean the legal introduction of EU guidelines on 
product safety (which are actively used by advanced countries 
of Central Europe). Thanks to these measures, the scope of 
mandatory certification and related producer costs will be 
significantly reduced in Ukraine. EU countries apply effective 
and flexible mechanisms for state regulation of product 
safety, reckoning the interests of both consumers and pro-
ducers. Producers can choose different schemes of certifica-
tion on the basis of their resources and types of products. In 
many cases, a sufficient condition is the producers declara-
tion showing that the products conform to defined standards. 
This method enables producers to develop and innovate 
technologies, conforming them exclusively to overall safety 
requirements rather than to specific standards. 
Accreditation 
Accreditation is the control of the competence of certifica-
tion bodies in their sphere, conducted by authorised agen-
cies on accreditation. 
Agencies accrediting certification bodies should not be 
authorised to conduct certification. Otherwise, they would 
tend to accredit themselves in a conflict of interests. That is 
why in world practice, there is a requirement for delimiting 
the functions of accreditation and certification. This re-
quirement is not fulfilled in Ukraine, where the Committee 
of Ukraine on Standardisation, Metrology, and Certification 
is responsible for both certification and accreditation. 
The draft law On the accreditation of agencies confirming 
compliance envisions the creation of a Ukrainian national 
accreditation agency. It should be the agency aimed at 
Ukraines accession to the European Association on Accredi-
tation (EA) and the International Forum on Accreditation 
(IFA). This integration will ensure confidence in this agency 
and the bodies it accredits. This confidence will be reflected 
in the quality of services delivered by accredited bodies on 
certification and the products they certify. It will enable mu-
tual recognition of the results of work on certification be-
tween Ukraine and other countries, which is now impossible 
due to the mistrust of developed countries of the Ukrainian 
system of technical standards, and violation of the principle 
of delimitation of functions of accreditation and certification 
in Ukraine. Mutual recognition will relieve Ukrainian ex-
porters from double certification; today, they must certify 
their products in Ukraine and also in the West, which drasti-
cally increases product price. 
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Taxation policy 
A tax system which would promote business in Ukraine should meet the 
following criteria: (1) stability and predictability of tax legislation,  
(2) equitable distribution of the tax burden, and (3) minimal losses for 
producers and consumers. Over the last year, this sphere underwent some 
positive moves, including increased stability of tax legislation; improved equality 
in taxation due to the abolition of certain tax privileges and the ban on tax debt 
restructuring; and reduced tax burden through the cancellation of some taxes. 
These tendencies will be stronger when the Verkhovna Rada of Ukraine passes 
the proposed draft Tax Code. However, the Tax Code will not be able to solve 
certain contradictions, particularly concerning the powers of tax agencies, the 
rights of taxpayers, and the mechanism of tax collateral 
Stability of tax legislation 
Ukrainian tax legislation became more stable thanks to the 
following factors: 
· During the last year, according to legislation, the Verk-
hovna Rada was the only authority to make decisions re-
garding tax list, rates, and bases.7 
· According to the Presidential Decree On the Regula-
tions on the Ministry of Finance of Ukraine dated Au-
gust 26, 1999, the power to develop tax policy was dele-
gated from the State Tax Administration to the Ministry 
of Finance. This move improves the process of bringing 
fiscal and tax policies into line. However, one year later, 
another presidential decree expanded the powers of the 
State Tax Administration to initiate new legislation; 
· Improved decision-making procedures in the govern-
ment (i.e., creation of government committees and ap-
proval of the governments work agenda8) diminished 
the probability of decisions being adopted that do not 
correspond to the consistent strategy of the government. 
                                                                 
7 See the Law of Ukraine On the procedure for setting tax rates and 
levies (compulsory payments), and other elements of tax bases, and 
also tax privileges dated October 14, 1998, and Policy Studies, #78 
JulyAugust 1999), p. 18 
8 See the Cabinet of Ministers resolutions On government commit-
tees dated February 17, 2000 and On approval of an Interim 
Agenda of the Cabinet of Ministers of Ukraine dated June 5, 2000. 
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During the past year, like in 19981999, the most unstable 
element of tax legislation was excises; authorities made 
changes in excise rates, initiated temporary privileges and 
exemptions from excise payment, and revised the terms of 
privileged rates as well. However, contrary to previous years, 
decisions on such changes were made exclusively by the 
Verkhovna Radathe President or the Cabinet of Ministers 
no longer have rights to set excise rates. 
The Law On abolishing discrimination in the taxation of 
legal entities which use assets and capital of domestic origin 
dated February 17, 2000 was a bolt out of the blue for taxpay-
ers. According to this law, now enterprises in Ukraine with 
domestic or foreign capital are subject to the integral taxa-
tion regime. While adoption of this law shows the instability 
of tax legislation regarding foreign investors, its implementa-
tion will help to foster competition in Ukraine (see COMPE-
TITION POLICY). 
Equalising the tax burden 
During the considered period of time, greater equality was 
achieved in distribution of the tax burden, due to several 
positive changes: 
· According to the Law On amending the Law of Ukraine 
On the value-added tax dated December 3, 1999, the 
zero VAT rate on coal, electricity, and imported natural 
gas was abolished. 
· By the Law On the State Budget of Ukraine for 2000, 
restructuring and write-offs of tax debts accrued from 
January 1, 2000 were prohibited. 
· A law dated February 17, 2000 introduced a national 
taxation regime for joint ventures. 
· According to the Law On amending some laws of 
Ukraine on taxation dated March 2, 2000, the VAT ex-
emption for critical imports was cancelled. 
· The law dated March 2, 2000 put an end to the privi-
leged taxation of sales of vacation packages for sanato-
rium,and health resorts in Crimea. 
However, the problem of unequal distribution of the tax bur-
den still exists, with business entities operating in special 
(free) economic zones (see SPECIAL ECONOMIC ZONES), ore 
mining and smelting sectors, and enterprises of light and 
Greater equality in the 
tax burden was achieved 
thanks to the abolishment 
of several tax privileges. 
However, business enti-
ties operating in special  
economic zones, ore min-
ing and smelting sectors, 
and enterprises of light 
and wood processing 
industries located in 
Chernivtsi oblast con-
tinue to receive special 
privileges 
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wood processing industries located in Chernivtsi oblast con-
tinue to receive tax privileges.9 
Reducing the tax burden 
The existence of a large number of taxes, particularly sales 
taxes, results in a high tax burden on businesses, and im-
pedes production expansion. 
Shortening the list of taxes and levies 
Last year, Ukrainian authorities continued to make decisions 
on cancelling targeted levies. According to the Law On the 
State Budget of Ukraine for 2000, the levy for highway con-
struction, reconstruction, repair, and maintenance10 was 
abolished. As world oil prices have increased since the begin-
ning of this year, it is rather difficult to measure the overall 
impact of this move on price dynamics for fuel and lubricants 
and tariffs on trucking. However, we expect the resources of 
enterprises in these industries to increase as a result. 
According to the Cabinet of Ministers Resolution On creat-
ing the Ukrainian State Innovation Company dated April 13, 
2000, collection of the levy to the State Innovation Fund will 
be halted on January 1, 2001. We believe that the abolish-
ment of this levywhich is mandatory for all business enti-
tieswill lead to a significant reduction of the tax burden on 
the private sector.11 
Imposition of a single levy collected at checkpoints on the 
national border of Ukraine might be considered progress in 
the area of tax system reform.12 The single levy replaced 7 
different fees which had been charged at the checkpoints 
(see FOREIGN TRADE). The Law On amending Article 14 of 
                                                                 
9 The Law On conducting an economic experiment in order to 
stabilise performance of Chernivtsi oblasts enterprises of the light 
and wood processing industries came into force on January 13, 
2000. This law took the place of a similar Presidential Decree dated 
April 30, 1999. 
10 According to the Law On financial sources for road services 
dated September 18, 1991, highways contributions included a levy 
on the sales of fuel and lubricants (7%) and a turnover tax on auto-
mobile services (2%). 
11 In JanuaryJuly 1999, revenues from the levy to the State Innova-
tion Fund were 1% of GDP. 
12 The levy is collected according to the Law On imposing a single 
levy which is paid at checkpoints on the national border of Ukraine 
dated November 4, 1999. 
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the Law of Ukraine On the tax system dated November 4, 
1999 added this levy to the fixed list of taxes and levies. This 
law also provides for transferring the collected revenues to 
non-targeted funds of the State Budget.13 
At the same time, the government proposes to preserve in 
2001 the additional levies to the Pension Fund that were im-
posed on a temporary basis. According to the Cabinet of Min-
isters Resolution On development of the draft State Budget 
of Ukraine for 2001, its preliminary indicators, and activities 
for developing the draft Law on the State Budget of Ukraine 
for 2001 dated June 9, 2000, it is planned to extend the 
terms of the levy on cellular mobile telecommunication ser-
vices and the levy on production and import of tobacco 
goods, and to increase the levy on hard currency-buying op-
erations transferred to the Pension Fund from 1% to 2%. 
A large number of minor taxes causes a heavier tax burden 
and higher compliance costs. Meanwhile, such taxes ensure 
only a small share of the budget revenues, and as a result 
their compliance costs outweigh any benefits. 
Excise  
Last years excise tax rates and base underwent the most sig-
nificant improvements: 
· The number of excisable goods was shortened. Accord-
ing to the Law On amending some laws on the taxation 
of excise goods (products) dated November 4, 1999, 
foodstuffs (coffee, chocolate, sturgeon caviar), clothes, 
household appliances, and weapons were deleted off the 
list of excisable goods, allowing both taxpayers and tax 
agencies to cut administrative costs. 
· Now excise rates will be set in hryvnias rather than in 
euros. Obviously, this will simplify calculation of taxes 
and protects excise rates from sudden fluctuations 
caused by exchange rate jumps. 
· Excise rates were increased in order to compensate for 
the shortage of the excisable goods list. Excise rates on 
beer, strong drinks, and jewellery were raised. However, 
excise rates on tobacco products were reduced. 
                                                                 
13 See the Law On the State Budget of Ukraine for 2000 dated Feb-
ruary 17, 2000. 
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VAT refunds for exports 
Since the government did not meet its commitments con-
cerning timely refunds of the VAT on export operations, it 
was hard for economic entities to plan their activities. More-
over, their tax burden became heavier. In order to solve this 
problem, on June 1, 2000 several amendments were inserted 
into the Law On the value-added tax; in particular, Article 8 
titled Peculiarities of the taxation of exportation (transmis-
sion) of goods (works, services) outside Ukraines custom 
territory was revised. 
Changes in the procedures for budget reimbursement of 
VAT on export operations include: 
· setting a term for VAT refunds to taxpayers (i.e., 30 cal-
endar days from the date when the calculation of the 
reimbursement sum was submitted); 
· determining the list of documents which should be en-
closed to the calculation of a reimbursement sum (i.e., 
customs declaration or any other document denoting the 
fact of goods/service exportation or transmission, copies 
of receipts for purchased goods or services); 
· if taxpayers have VAT arrears over the last tax periods, 
the arrears are set off against the budget refunds or their 
share; 
· at the discretion of taxpayers, the sum of the budget re-
funds of export-related VAT may be accounted as pay-
ment of the VAT or other taxes and levies to the State 
Budget. 
Thanks to these changes, the issue of VAT refunds was settled 
at the legislative level for the first time. We would like to em-
phasize that the determination of the 30-day term for VAT 
refunds and the right of voluntary choice in accounting the 
refund as payment of other taxes and levies are factors that 
now allow greater certainty in planning for businesses In 
Ukraine. 
On the one side, the requirement to enclose customs declara-
tion and copies of payment documents attested by banks to 
calculation, of VAT refunds means additional costs for busi-
nesses. On the other side, it will significantly obstruct cheat-
ing on the VAT refunds through the creation of bubbled 
companies. The minimisation of such illegal activities is one 
Procedures for the budget 
reimbursement of VAT 
on export operations un-
derwent changes. The 
issue of VAT refunds was 
settled at the legislative 
level for the first time  
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of the prerequisites to ensure proper VAT refunds to honest 
taxpayers. 
At the same time, it is worth noting that the Cabinet of Minis-
ters Resolution On some issues regarding value-added tax 
refunds and the regulation of payments to the budget dated 
December 7, 1999, which contradicts the revised Law On 
the VAT, is still in force. The document established the pos-
sibility for cross-offsetting VAT refunds against arrears to the 
budget.14 As a result, taxpayers have poor incentives to keep 
discipline in paying taxes, because they are allowed to accu-
mulate arrears, expecting that they will be paid off on the 
account of other taxpayers. In order to prevent collisions in 
the legal framework, the abovementioned resolution should 
be abolished. 
Modifications in determining VAT base 
The Law On amending some laws of Ukraine on taxation 
dated March 2, 2000 deleted the royalty from the VAT base. 
This innovation will promote the expansion of the scope for 
exercising intellectual property rights. 
According to the Law On amending Article 3 of the Law of 
Ukraine On the value-added tax dated December 21, 1999, 
a free cession of assets to the public or municipal domain by 
decision of state or local governments is exempted from the 
VAT. This will foster the completion of shifting public-sector 
property from enterprises to local governments. 
The Tax Code 
On July 13, 2000 the Verkhovna Rada adopted the key provi-
sions of the draft Tax Code submitted by the Cabinet of Min-
isters. The objective of the code is to establish an integral tax 
system, which will be able to harmonise the interests of gov-
ernment and business. The Tax Code adoption should final-
ise the started modifications of Ukrainian tax legislation. 
                                                                 
14 According to the resolution, now there are the following variants 
for VAT refunds: (1) offsetting tax payment debts of taxpayers 
creditors; (2) offsetting payments on loans which taxpayers or their 
creditors were granted under state guarantee; (3) at the expense of 
other taxpayers assets seized as tax collateral. 
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Stability and predictability 
The Tax Code is a tool for gathering all regulations on taxa-
tion into an integrated system and ensuring their coherence. 
As in Ukraine the development of the tax system has been a 
chaotic process, tax payments are regulated by legal acts at 
different levels. Moreover, these acts appertain to different 
sectors of the economy. The laws on personal income tax,15 
local taxes and levies, and rental fees16 have not been adopted 
yet. The Tax Code should eliminate these disadvantages 
which hamper the development of a transparent tax system. 
In its Resolution On recognising the draft Tax Code of 
Ukraine as a framework dated July 13, 2000, the parliament 
proposes to include levies for social funds in the tax system. 
This will impede the imposition of additional social levies; 
hence it will help to ensure greater predictability of the tax 
burden. The parliament is also pressing for declaring a 5-year 
moratorium on changes in the list of national taxes. 
However, the draft Tax Code reserves the possibility for by-
law development, which is a threat to the stability of the tax 
system. For instance, the government draft code provides the 
Cabinet of Ministers with the authority to determine rates, 
subjects, and base of taxation regarding rental fees, environ-
mental levy, and (partly) property tax. 
Equality in tax burden distribution 
The Tax Code section on special regimes of taxation contains 
a list of privileges having no positive incentive for socially 
useful activities. This list includes the integrated tax for small-
size business entities, the fixed agricultural tax, and privi-
leged taxation for entities operating in special (free) eco-
nomic zones. 
The integrated tax and simplified system of taxation, ac-
counting, and reporting for small business were imposed to 
cut down on compliance costs. According to the Resolution 
of the Verkhovna Rada dated July 13, 2000, the regulations 
on simplified taxation for small businesses should be pre-
                                                                 
15 Taxation of personal incomes is regulated by a corresponding 
Cabinet of Ministers Decree. The level of nontaxed minimums is set 
by Presidential Decree. 
16 The rental fees on oil and natural gas are collected according to a 
Presidential Decree dated December 21, 1994; their rates are de-
termined in the annual law on the state budget. 
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sented in the Tax Code in the current wording of the Presi-
dential Decree On the simplified system of taxation, ac-
counting, and reporting for small business dated July 3, 
1998. Implementation of the decree has led to positive re-
sults, confirming the expedience of such a step. 
The switch to the fixed agricultural tax allows simplifying tax 
administration in agriculture, because the tax is calculated 
based on units of land plots. In this case seasonal variations 
will have a weaker affect on the resource volume of agricul-
tural enterprises. Compared to the Law On the fixed agricul-
tural tax dated December 17, 1998, the draft Tax Code con-
tains one useful innovation, i.e., the necessity to pay the tax in 
cash. 
Privileges granted to business entities functioning in special 
economic zones are the greatest threat to the tax system in 
Ukraine. Since the draft code does not envision any change, 
all the weaknesses of the current legislation regarding special 
economic zones will be preserved (see SPECIAL ECONOMIC 
ZONES). 
Reduction of the tax burden 
Both the draft Tax Code and the Verkhovna Rada proposals 
reflected in the resolution dated June 13, 2000 will ensure 
the lessening of the tax burden on the private sector, thanks 
to the following moves: (1) shortening of the tax list; (2) re-
duction of the VAT rate from 20% to 15%;17 (3) a softer con-
trol over costs in the process of income calculation; (4) a 30% 
ceiling on personal income tax. 
If the Tax Code is adopted and parliament suggestions are 
included, the number of taxes and levies will be cut down 
from the current 35 taxes and 22 levies (mandatory pay-
ments).18 The cancellation of sales taxes will increase pro-
ducer capacity for responding to market conditions. Addi-
tionally, the tax proportion in prices will be smaller, so busi-
nesses will be able to develop more realistic price strategies. 
If the Verkhovna Rada suggestions are accepted, the VAT 
rate will be reduced from 20% to 15%,19 and the upper value 
                                                                 
17 In EU countries, the average VAT rate is 19.5%. 
18 However, we do not include the levies for state social and pension 
insurance. 
19 According to the Verkhovna Rada resolution dated July 13, 2000, 
during the first year after the Tax Code promulgation, the VAT rate 
will be 17%. 
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of taxed operationsexceeding of which means that taxpay-
ers should register as VAT-payerswill be raised from  
10.2 million hryvnias to 250 million hryvnias. We do not ex-
pect that lowering the VAT rate will result in price breaks. 
Nevertheless, the reduction will have another visible effect: 
thanks to the reduced VAT portion in goods prices, enter-
prise resources will increase. 
When the VAT rate drops to 15%, enterprises will have in-
centives to expand production, therefore they will cut costs 
by economies of scale. The larger quantity of taxed opera-
tions and exceeded corporate tax revenues will partly com-
pensate the budget losses caused by the reduced VAT rate. 
If the ceiling of operation value that requires businesses to be 
registered as VAT-payers is raised, small firms will be able to 
reduce their compliance costs. This factor will encourage new 
businesses to enter the market and existing enterprises to 
expand their activities. Consequently, competition will in-
crease, and consumers will benefit from wider range of goods 
and services, which will become cheaper. 
The reduction of the tax burden on enterprises will be possi-
ble thanks to the softer control over costs20 and the increased 
depreciation rate. These proposals were included in the reso-
lution of the Verkhovna Rada dated July 13, 2000. At the 
same time, the Verkhovna Rada insists that the current 30% 
rate of corporate profit tax should be preserved. 
The rate of corporate tax and the ceiling rate of personal in-
come tax should be made even with regards to taxation of the 
self-employed individuals (private lawyers, consultants). It 
will help to develop fair competition between self-employed 
and registered entities functioning in the same sphere. 
The Tax Code provides for reduction of the tax burden on 
individuals through two ways: (1) increasing every level of 
income taxed according to rates of progressive taxation;21 
and (2) limiting the ceiling tax rate to 30%.22 These measures 
                                                                 
20 For instance, the Verkhovna Rada resolution dated June 13, 2000 
contains a proposal to delete the regulation on the Cabinet of Minis-
ters right to set norms on natural loss of commodities through tax-
payer fault from the Tax Code. In this case, any amount of natural 
loss could be considered as gross costs. 
21 This issue has not been revised since October 1995. 
22 According to the Tax Code, three personal income tax rates of 
10%, 20%, and 30% will be introduced. Currently there are five tax 
rates10%, 15%, 20%, 30%, and 40%. 
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will stimulate the legalisation of hidden income and the 
growth of salaries and savings. 
Urgent tasks 
We believe that the most important tasks which call for har-
monising the interests of different participants in the process 
of Tax Code adoption are the following: 
· determination of the rights of taxpayers and the powers 
of tax agencies, particularly the application of taxpayer 
liabilities through the mechanism of tax collateral (see 
REGULATION OF ECONOMIC ACTIVITY). These issues have 
not been legislatively regulated yet; 
· imposition of the property tax. There is still no consen-
sus on the priority of tax goals in Ukraine: income redis-
tribution or creation of incentives for more effective use 
of fixed capital. According to the Verkhovna Rada reso-
lution dated July 13, 2000, the property tax should be 
levied on housing, while business property should be ex-
empted from this tax. Under such conditions, property 
tax would become a means of income redistribution in 
society, but it would not encourage firms to sell their ex-
cess fixed capital, i.e., to use it more effectively;23 
· reduction of the number of taxes and their rates will 
cause budget revenue losses. Thus, budget expenditures 
should be reviewed. Any delay in cutting down the 
amount of government responsibilities will hinder the 
successful realisation of tax policy reform. 
                                                                 
23 See Quarterly Predictions #10 (January 2000) p.17. 
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Foreign trade 
The goal of Ukraines foreign trade policy is to maximise the countrys benefits 
from foreign trade through effective usage of its competitive advantages in 
worldwide resource allocation. At this stage, the priority objective of the policy is 
to accelerate integration into the global economy through  
(1) joining GATT/WTO and (2) entering the EU free-trade zone. WTO 
membership will give Ukraine the opportunity to increase its presence in 
international markets and obtain the right of full participation in the settlement 
of trade disputes between countries. Joining the EU free-trade zone will promote 
increased exports of certain merchandise and make Ukraine more attractive for 
investment. While the government has stated this objective as a priority of its 
external trade policy, the implementation remains inconsistent 
he defined objective of Ukraines foreign trade policy 
calls for harmonising Ukrainian legislation with the re-
quirements of the GATT/WTO and the EU Partnership and 
Cooperation Agreement (PCA). The following changes in 
legislation should take place: 
· gradual reduction of customs tariffs24 and harmonisation 
of regulations on the use of non-tariff barriers to trade 
(particularly import quotas for agricultural produce) 
with WTO norms; 
· promotion of competition by rejecting discriminatory 
protection strategy, e.g., export subsidies and unfair re-
strictions on imports; 
· modification of customs procedures and the procedures 
for standardisation and certification (see REGULATION 
OF ECONOMIC ACTIVITY) according to world standards; 
· ensured protection of intellectual property rights (see 
INTELLECTUAL PROPERTY). 
Tariff and non-tariff regulation 
Over the last 12 months, a large number of documents was 
approved with the aim of liberalising foreign trade: 
                                                                 
24 Rates of customs tariffs for foodstuffs, automobile engines, chemi-
cals, textiles, footwear, cast iron, and steel deviate the most from 
WTO recommendations. 
T
New economic legislation, 19992000 
Policy Studies, December 2000 28
· The rates of import duties on textiles, footwear and 
other light industry goods, as well as furniture, organic 
and inorganic chemicals, products of machine building, 
were reduced.25 
· The Cabinet of Ministers Resolution On bringing deci-
sions of the Cabinet of Ministers of Ukraine into line 
with the EU Partnership and Cooperation Agreement 
dated March 29, 2000 lessened the barriers to import. 
The resolution abolished the requirements for mini-
mum customs value of imported automobiles, tobacco 
goods, alcoholic beverages, and products of agriculture 
and light industry. Moreover, the maximum age of im-
ported automobiles was raised to 8 years. 
· Obligatory licensing of imported medicines was can-
celled according to the Cabinet of Ministers resolution 
dated August 31, 2000. 
· The Law On imposing a single levy which is paid at 
checkpoints on the national border of Ukraine was 
adopted on November 4, 1999. The law will help to 
quicken customs passage at checkpoints and reduce its 
costs. Currently, the lions share of time and money 
spent on transferring goods across the border falls at cus-
toms. However, the law was not coordinated with related 
regulations. As a result, it will come into force only in 
2001, after the coordination process is completed. 
However, the inconsistent nature of the external trade policy 
of Ukraine brings all the positive changes in legislation to 
naught. The contradiction of certain regulations with the 
declared policy of WTO accession creates ambiguity concern-
ing the further development of legislation in this realm. For 
instance, import duties were raised on rolled metal, bars, and 
plates (resolution of the Cabinet of Ministers dated Novem-
ber 20, 1999), ferroalloys (resolution dated April 12, 2000), 
and automobile engines (resolution dated June 9, 2000). 
                                                                 
25 See the Cabinet of Ministers resolutions On changing the rates of 
import duty on certain types of goods and amending some resolu-
tions of the Cabinet of Ministers of Ukraine dated September 27, 
1999, January 15, 2000, January 24, 2000, and May 4, 2000; On 
changing the rates of import duty on certain types of agricultural 
equipment and machines, and components dated March 16, 2000; 
and On changing the rates of import duty on certain types of 
goods dated June 6, 2000. 
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Increased import duties cast doubt on Ukraines intention to 
join the WTO. Countries preparing for such a move should 
not impose new trade limitations during the pre-accession 
period; they should only reduce customs tariffs in order to 
comply with WTO requirements. Moreover, the instability of 
customs taxation makes it more difficult for enterprises to 
plan their operations, i.e., worsen Ukraines investment cli-
mate. 
Competition  
The protectionist policy in the domestic metallurgical and 
automobile industries and agriculture is an obstacle to devel-
oping competition in foreign trade. 
During the last 12 months, metallurgical enterprises were 
granted the following privileges: 
· tax privileges for enterprises of the mining and smelting 
sector, determined by the Cabinet of Ministers Resolu-
tion On the list of enterprises in the ore mining and 
smelting sector that participate in an economic experi-
ment dated October 1, 1999; 
· restrictions on the export of scrap metal. By special or-
der, as of August 10, 2000 the First Deputy Prime Minis-
ter Yuri Yekhanurov temporarily halted negotiation and 
customs registration of current contracts. The parlia-
ment is examining a draft law on banning the export of 
non-ferrous scrap metal, imposing a duty and quota on 
the export of ferrous scrap metal.26 
Tax privileges in the metallurgical industry and restrictions 
on scrap metal exports practically translate to government 
subsidisation of enterprises of the mining sector. Such behav-
iour forces Ukrainian trade partners to apply compensatory 
sanctions. The restrictions on scrap metal export also create 
room for corruption, as the procedures for obtaining li-
cences for operations with scrap metal are rather opaque. 
Privileges granted to automobile manufactures are an obvi-
ous violation of the most-favoured-nation treatment regard-
ing foreign trade that Ukraine should provide according to 
GATT/WTO requirements. Protection of the domestic 
automobile industry against international competition 
through restricting imports and granting additional privi-
                                                                 
26 See Quarterly Predictions  # 13(October 2000), p. 29. 
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leges27 has short-term positive effects, including the creation 
of extra jobs and production growth. Its long-term effect is 
negative: (1) interests of consumers are hurt, as they have no 
possibility to select goods meeting their full range of tastes 
and incomes, (2) several companies have practically a mo-
nopolistic position due to privileges allowing them to manu-
facture products of lower quality and higher price than in a 
completive environment. 
Besides protectionist measures, in order to reduce domestic 
prices on food the government resorted to foreign trade re-
strictions. Imposed by a presidential decree dated June 29, 
2000, the mandatory registration of grain export contracts at 
exchanges specially accredited for this operation significantly 
limited the activity of Ukrainian grain exporters (see SEC-
TORAL REGULATION). Although the corresponding Cabinet 
of Ministers resolution dated July 24, 2000 was promulgated, 
the exchanges did not register these contracts for a period of 
time due to the lack of a registration procedure, which came 
into force only on August 25, 2000. As a result, exporters 
could not carry out their contracts on time and had to pay 
penalties for ship delays in port. Now, for setting contracts at 
exchanges, exporters have to bear additional costs of 0.5%28 
of the contact value. Moreover, exporters have to spend 
much time on the registration procedure. 
The Customs Code 
A  draft Customs Code should undergo second reading dur-
ing the parliaments current session.29 This draft complies 
with international standards in the realm of merchandise 
classification and codification, customs procedures (customs 
control, registration, estimation of customs value, determina-
                                                                 
27 According to the Law On the rates of excise and import duty on 
certain vehicles dated May 24, 1995, sale turnover of cars, cargo 
and passenger transport, and motorcycles produced by Ukrainian 
manufacturer of all forms of ownership are exempted from excise 
till January 1, 2007 on the condition that these enterprises produce 
more than 1,000 cars and 1,000 motorcycles per year. According to 
the Law On stimulating automobile manufacture in Ukraine dated 
September 19, 1997, automobile manufactures with foreign invest-
ment of not less than $150 million are exempted from the VAT, im-
port duties, and some other taxes. 
28 According to the data of the Ukrainian League of Entreprenuers 
of the Agro-Industrial Complex. 
29 The draft Customs Code passed first reading on May 13, 1998. 
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tion of the country of origin, etc.), and customs information. 
Thanks to the adoption of the new Customs Code which sim-
plifies and makes customs procedures more transparent, 
Ukraine will be able to increase its foreign trade turnover. 
The Customs Code contains the following innovations: 
· The draft code covers areas of customs activity which 
previously were regulated by uncoordinated provisions. 
· The draft code includes the Law On the Customs Tariff 
of Ukraine.30 The law stipulates that customs proce-
dures should be equal for all countries, goods owners, 
and vehicles. It also should determine customs regimes31 
and conditions of their use in export-import operations. 
This will reduce the uncertainty of entities involved in 
foreign economic activity (FEA) about the forms and 
scope of tariffs and customs control in Ukraine. 
· A new mechanism for setting and changing duty rates 
regarding the customs tariff was developed. The law on 
the customs tariff will define the maximum rates of du-
ties on the basis of Ukraines customs and tariff policy 
and obligations stipulated by international agreements. 
The Cabinet of Ministers has the right to change customs 
tariffs only within the limits established by law. Thus, 
FEA entities will be confident that the duty rates will not 
exceed a set level, and therefore will plan their opera-
tions more effectively. 
                                                                 
30 The Customs Tariff of Ukraine is a set of duty rates on goods 
transferred across customs borders of Ukraine, systemised accord-
ing to Ukraine's Commodity Tariff Nomenclature (based on the 
WTO's Harmonized Commodity Description and Coding System). 
The custom tariff includes a list of commodities; rates of import and 
export duties on goods covered by the Tariff Nomenclature; cus-
toms preferences used on the basis of international agreements and 
obligations; tariff preferences which Ukraine applies ex parte in 
favour of certain countries, country groups or their regions; and 
other privileges meaning reduced customs tariffs or temporary ex-
emption from duty payment during the customs passage of certain 
goods into Ukraine. 
31 These regulations, fixed by customs legislation, determine the 
procedure for transferring goods and vehicles across the customs 
borders of Ukraine, and applying proper customs procedures 
against the aim of transference. There are 13 customs regimes, e.g., 
import, reimport, export, reexport, transit of goods, temporary im-
port/export of goods, licence bonds, and processing. The current 
Customs Code of Ukraine lacks the concept of a customs regime. 
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· It is planned to introduce mandatory declaration of the 
customs value of goods and to cancel the minimum cus-
toms value. These steps will speed up the procedure for 
customs value estimation, as customs officials will re-
check the declared information only if they have reason-
able grounds. The application of the simplified proce-
dure for customs registration is provided for FEA entities 
which do not violate the terms of goods transportation 
across borders during a certain period of time. More-
over, a simplified form of declaration for goods im-
ported on a periodical basis (periodical customs declara-
tion) will be introduced. 
· In order to eliminate illegal imports and overcome the 
problem of intentional presentation of distorted infor-
mation on goods value, customs agencies were entitled 
to exercise a posteriori control over FEA entities. At any 
time after the customs registration of goods and vehicles 
is completed, customs officials can check the correspon-
dence of the actual use of these goods and vehicles 
throughout Ukraines customs territory with the stated 
customs regime and the aim of use. 
Importantly, the draft Customs Code enlarges the powers of 
the customs agencies, which were equated with law-
enforcement powers. On the whole, the practice of granting 
these powers to customs agencies is widespread in the world 
and desirable for the optimisation of customs passage. 
Legislation development prospects 
To join the WTO and the EU free-trade zone, Ukraine should 
ensure the following changes in legislation on foreign trade: 
· reduce import duties to the levels recommended by the 
WTO (customs tariffs for foodstuffs, automobile en-
gines, chemicals, textiles, footwear, cast iron, and steel 
deviate the most from WTO recommendations); 
· abolish restrictions on the export of scrap metal and 
grain, the export duty on sunflower seeds, hides, and 
livestock; and eliminate tax privileges for enterprises of 
the mining and smelting sector; 
· adopt the Customs Code; 
· improve the procedures for standardisation, certifica-
tion, and accreditation (see REGULATION OF ECONOMIC 
ACTIVITY). 
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Competition policy 
Special legislation which stipulates control over maintaining fair competition 
should be introduced in those spheres where market self-regulation is not able to 
promote competition. In the markets where natural monopolies operate, 
competition is distorted by huge initial investments and constantly decreasing 
unit costs. Procedures for government procurement on the basis of open tenders 
create conditions for developing competition in  markets where the state is the 
main customer. Since the beginning of 2000, the Verkhovna Rada has adopted 
framework laws regarding natural monopolies and government procurement. 
The antimonopoly law is one of the first pieces of Ukrainian legislation; 
however, it requires the definition of antimonopoly bodies powers and the 
regulation of their working procedures 
Natural monopolies 
In Ukraine, the regulation of natural monopolies is ham-
pered by the lack of an integrated strategy in this realm. Un-
coordinated laws on transport, telecommunications, and en-
ergy sector regulation have been adopted; however, recently 
the Verkhovna Rada approved a framework law on natural 
monopolies. 
The Law On natural monopolies dated April 20, 2000 estab-
lished the concept of natural monopolies32 and principles of 
their regulation. The prices for products of natural monopoly 
entities, and consumer access to these products, are subject 
to regulation. 
The law envisions the creation of national commissions which 
will regulate the operation of natural monopoly entities. 
Thus, in additional to the National Electricity Regulation 
Commission,33 at least two commissionsfor transport and 
communications regulationshould be established. 
                                                                 
32 According to the law, natural monopolies are markets where 
competition has no positive effect because unit costs are always re-
duced if product output grows. This law refers to the markets of 
pipeline transportation services, electricity transmission and distri-
bution, infrastructure of railway, air, sea, and river transport, basic 
telephony services, centralised water supply, and sewerage as natural 
monopolies. 
33 The National Electricity Regulation Commission Regulation was 
created by a presidential decree dated March 14, 1995. 
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These commissions should regulate prices on the basis of re-
couping average costs by natural monopoly entities and pro-
tecting consumer rights. Moreover, the commissions should 
develop and introduce mechanisms for contestability be-
tween natural monopoly entities that would substitute com-
petition. 
Commission independency is an important factor in the suc-
cessful regulation of natural monopolies. This regulation is 
aimed at harmonising the interests of consumers and natural 
monopoly entities. The commissions will be able to ensure 
this harmonisation if no outside players influence their  
decisions. 
According to the law, the commissions are to be central 
executive bodies granted special status. The President of 
Ukraine appoints commission heads and members, as pro-
posed by the Prime Minister. Commission heads and mem-
bers will serve a six-year term. These conditions will ensure 
the independence of the commissions for natural monopoly 
regulation. 
The independent regulation of natural monopolies and con-
sistent measures in this realm are impeded by the laws provi-
sion stipulating that the commissions powers can be dele-
gated to local governments. According to the law, the com-
missions powers are delegated if natural monopoly entities 
direct their activity at satisfying the needs of certain regions. 
Overall application of this provision will create the possibility 
of local government interference in the sphere of natural 
monopoly regulation. 
Government procurement 
The Verkhovna Rada approved the Law On the procure-
ment of goods, works, and services with government funds 
on February 22, 2000. The law will provide for delimiting the 
budget-funded and private sectors by the development of 
contract relations between budget-financed organisations 
and private companies. The law matches relevant EU direc-
tives and the WTOs Agreement on Government Procure-
ment. 
In our opinion, the law will favour competition thanks to the 
following procedures: 
· preferring open tenders as the main method of govern-
ment purchases. All interested enterprises acquainted 
with the tender announcement can participate in the 
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open tenders. Budget-funded principal-organisations 
should publish their announcements in the Visnyk derz-
havnykh zakupivel (Government Procurement Newsletter) 
and other mass media; 
· preparing tender documentation. Budget-funded prin-
cipal-organisations announce tender requirements and 
the criteria for evaluating tender proposals. These crite-
ria include the lowest price, term of delivery/fulfilment, 
product quality, after-sale services, terms of payment, 
etc. As far as possible, the criteria should be given in 
quantitative terms; 
· disclosing the tender results and submitting an annual 
report on government procurement to the Verhovna 
Rada. 
The law establishes equal terms of participation in govern-
ment purchases for domestic and foreign contractors. How-
ever, according to the law, domestic contractors can obtain 
privileges if the procurement value does not exceed a de-
fined limit.34 This practice does not contradict the WTOs 
Agreement on Government Procurement. 
The law will encourage more effective planning and use of 
budget resources. For example, in June 2000, the Ministry of 
Health Care created a tender committee and tender commis-
sions in order to organise the purchase of medical equipment 
and facilities using budget funds.35 This step should increase 
the effectiveness of its procurements. Meanwhile, on the part 
of principals and contractors the lack of required skills and 
knowledge prevents the rapid introduction of government 
purchases. As a result, their volume will be rather small at 
first. Government procurements will increase gradually 
thanks to the transition to planning public expenditures by 
means of programmatic budgeting. 
Antimonopoly legislation 
The antimonopoly law was one of the first pieces of Ukrain-
ian legislation after independence. The laws On restricting 
                                                                 
34 This limit amounts to 200,000 euro for goods, 300,000 euro for 
services, and 4 million euro for works. 
35 See the orders of the Ministry of Health Care of Ukraine On cre-
ating the Tender Committee dated June 8, 2000 and On organis-
ing and conducting tenders on the centralised purchase of goods, 
works, and services dated June 16, 2000. 
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monopolism and banning unfair competition in economic 
activity and On the Antimonopoly Committee were 
adopted in 19921993. The provisions of these laws regard-
ing the powers of the Antimonopoly Committee contradict 
both the Constitution and current legislation. 
The Verkhovna Rada approved the law On amending the 
Law of Ukraine On the Antimonopoly Committee on July 
18, 2000. The adopted changes brought the Law On the An-
timonopoly Committee in line with articles 92 and 102 of 
Ukraines Constitution. According to Article 92 of the Consti-
tution of Ukraine, now the rules of competition and norms of 
antimonopoly regulation should be determined exclusively 
by laws of Ukraine. 
A new version of the law increases the Presidents power in 
forming the Antimonopoly Committee. The President ap-
points and relieves the head of the Antimonopoly Committee 
in accord with the Verhovna Rada. (Earlier, the Verkhovna 
Rada made this decision alone.) According to the Prime Min-
isters proposal, the President also appoints and relieves 
deputy heads and government representatives. The new ver-
sion of the law contains more accurate lists of the powers of 
government representatives and heads of regional Antimo-
nopoly Committee offices. 
In the near future, the Verkhovna Rada will examine the Law 
On protecting economic competition in second reading. 
This law should replace the Law On restricting monopolism 
and banning unfair competition in economic activity. The 
need for a new law emerges from the objective of harmonis-
ing Ukrainian antimonopoly legislation with EU standards. 
At least two-thirds of the draft law are devoted to detailed 
regulation of the work of Antimonopoly Committee officials, 
in order to ensure effective protection of competition with 
minimum government interference in economic activity. 
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Special economic zones 
The aim of creating special economic zones (SEZ) and priority development 
areas (PDA) is to foster economic development in depressed regions. SEZ can be 
used to facilitate attracting modern technologies to the national economy, 
promote the competitiveness of goods and services, expand exports, and create 
new job opportunities. However, international experience indicates that SEZ are 
not always effectivethey may distort market competition and not attract 
expected investments. Nevertheless, SEZ can succeed if they are properly 
planned. Currently, Ukraine has 12 SEZ and 7 PDA, among which only 3 SEZ
in Donetsk, Lviv, and Transcarpathia oblastsmay be considered as relatively 
successful regarding attracted investments. This situation, compounded by the 
IMF requirements for competition development, explains why the issue of 
usefulness of SEZ in Ukraine has been widely discussed during the last 12 
months. Nevertheless, no legislative move aimed at eliminating the roots of SEZ 
inefficiency has been launched 
SEZ problems in Ukraine 
The main problems of SEZ in Ukraine are as follows: 
· lack of clear and strict requirements concerning SEZ 
specialisation, resulting in the unjustified expansion of 
privileges for practically all activities in the zone. More-
over, it harms competition in the domestic economy, as 
enterprises located in SEZ are granted non-competitive 
advantages over enterprises of the same sector located 
outside SEZ; 
· improperly large size of SEZ and PDA, leading to dis-
torted competition in the zones. Inequality between dif-
ferent areas within the territory of the zones increases, 
with more advanced areas attracting investors while the 
rest of the zone feels the shortage of investments. Thus, 
SEZ cause budget losses, and depressed regions still do 
not receive proper support. This situation is typical even 
for the relatively successful SEZ in Donetsk, Lviv, and 
Transcarpathia oblasts; 
· opaque and unclear procedures for entering/exiting, 
and excessive regulation of SEZ entity activities. As a re-
sult, investment gains are lower than the costs involved, 
and investment inflow into the zone decreases. 
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During the last year, the process of SEZ and PDA creation in 
Ukraine continued. Three new special economic zones ap-
peared: Porto-Franko (law dated March 23, 2000), Reni 
(law dated March 23, 2000), and Mykolaiv (law dated July 
13, 2000); and the territory of the PDA in Zhytomyr oblast was 
granted a special regime for investment activity (law dated 
December 3, 1999). However, the low efficiency of existing 
SEZ and PDA forced the Cabinet of Ministers to impose a 
moratorium on the submission of proposals for new 
SEZ/PDA to the Cabinet (resolution dated September 24, 
1999). The Cabinet of Ministers also appointed its represen-
tatives to the joint government and Verkhovna Rada commit-
tee that will study SEZ in full. Current SEZ/PDA study in-
cludes only monitoring SEZ entity activities. So, during the 
last 12 months, no particular methods for eliminating the 
reasons for ineffective SEZ operation were designed. 
Specialisation 
A narrow specialisation of SEZ entities would ensure 
minimisation of the negative effect on competition. 
However, in Ukraine the zones are not narrowly specialised. 
The Ministry of Economy and the Ministry of Finance identi-
fied basic criteria for determining priority activities within 
the territory of SEZ/PDA (order/regulation dated March 14, 
2000). However, this regulation had no real effect on 
SEZ/PDA functioning, because the established criteria are 
rather general and there is no mechanism for their imple-
mentation. Moreover, the document specifies the prospective 
development activities for the economic sectors of 11 oblasts, 
including practically all the oblasts industries and agricul-
ture. So, due to this factor, most zones remain without  
specialisation. 
According to the Cabinet of Ministers rResolution dated July 
26, 2000, the list of priority activities within SEZ/PDA was cut 
down. But this step will have no positive effect on the quality 
of SEZ/PDA functioning, as the list is still excessive. For ex-
ample, it includes such activities as potato cultivation, live-
stock farming, clothes and shoemaking, etc., hence the rule 
of specialisation (meaning that SEZ should not distort com-
petition in the domestic economy) is ignored. 
Recent changes in legis-
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Expansion of SEZ territory 
Even though the PDA in Luhansk oblast operates inefficiently 
(in 1999 it attracted only one investment project), 2 addi-
tional cities and 2 raions were integrated into this PDA by a 
law dated November 18, 1999. This decision will only deepen 
the zones inefficiency. 
Ways to resolve problems 
Overcoming the problem of SEZ/PDA inefficiency calls for 
measures aimed at the improvement of zone administration, 
which we recommended a year ago (see Policy Studies  #78, 
1999). Additionally the list of priority activities should be 
abridged, to define a narrow specialisation for every zone and 
to halt further SEZ/PDA expansion. Creation of new zones is 
inexpedient, as they will distort competition. Moreover, inef-
ficient SEZ/PDA must be cancelled, but the government 
should retain all privileges already granted to economic enti-
ties. This step is needed in order to preserve Ukraines repu-
tation among foreign investors and ensure protection of their 
rights. 
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Intellectual property 
Effective protection of intellectual property rights (IPR) will encourage foreign 
investments into Ukraine and stimulate the creation of domestic intellectual 
property. Development of legislation on IPR protection is one of requirements of 
the GATT/WTO and the EU Partnership and Cooperation Agreement. During 
the last year, in order to strengthen its international integration policy, Ukraine 
ratified several international agreement and expanded internal legislation on 
IPR protection. However, the most severe problem is the lack of mechanisms for 
legislation implementation 
International conventions 
On November 17, 1999 Ukraine acceded to the Paris Con-
vention for the Protection of Industrial Property. On June, 1 
2000 the Verkhovna Rada ratified the Madrid Agreement for 
the International Registration of Trademarks and the Nice 
Agreement for the International Classification of Goods and 
Services to which Trademarks are Applied. 
However, the decisions on acceding to the international con-
ventions are very likely declarative, as there is no real mecha-
nism for their implementation. 
Internal legal framework 
According to international requirements, during the last 12 
months Ukrainian legislation on the protection of rights to 
inventions and useful models was revised. Also, a law on 
copyright and allied rights to audiovisual works and re-
cordings was adopted. 
Industrial property 
According to a law dated June 1, 2000, the Law On protec-
tion of rights to inventions and useful models was approved 
in a new redaction. This step was caused by inconsistencies in 
the law and the need to harmonise Ukraines procedures for 
patenting inventions and useful models with international 
practices. The following innovations were introduced in the 
latest version of the law: 
· The list of patent subjects was extended to include, e.g., 
new exploitation of existing products and methods. 
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· General procedures for submitting international patent 
applications were determined according to the Agree-
ment on Patent Cooperation. 
· Employers are now entitled to obtain patents for their 
workers inventions; the proper patenting procedure was 
regulated. 
The concept of a declarative patent for inventions was intro-
duced. Declarative patents are granted for inventions of local 
novelty (contrary to worldwide novelty, required for ordinary 
patents). The term of declarative patents for inventions is 6 
years (ordinary patents are granted for 20 years). The provi-
sions should stimulate the appearance of national intellectual 
property. 
Problems of legal regulation of intellectual 
property rights in Ukraine 
 
Special contribution by Oleksandr Martynenko  
and Yulia Andrusiv, Baker & McKenzie (Ukraine) 
 
The inadequacy of legal instruments for intellectual property right 
protection is an acute problem in Ukraine. The Ukrainian market is 
flooded with goods that are sold with IPR violations, particularly the 
right to trademarks, copyrights, and allied rights. Weaknesses of 
Ukrainian legislation often preclude individuals whose legal rights 
are violated from stopping these violations. First of all, customs legis-
lation and regulations on protection against unfair competition 
should be significantly improved. 
 
Ukraine actually lacks a mechanism for non-admission of goods im-
ported with IPR violations to the customs territory of the state. World-
wide practices show that very this mechanism is one of the most impor-
tant components of an effective system of IPR protection. 
 
According to current legislation, goods imported with IPR violations 
shall not be passed through Ukraines customs frontier (Article 74 of 
the Customs Code of Ukraine). The Cabinet of Ministers should sub-
mit a list of goods which are covered by this regulation to the Verk-
hovna Rada for approval. However, it is practically impossible to fore-
see what goods are imported with IPR violations, hence the usefulness 
of this list is doubtful. Thus, Article 74 of the Customs Code of 
Ukraine regarding product import with IPR violations is an impotent 
regulation. 
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According to Article 4 of the Law On protection against unfair com-
petition dated June 7, 1996, use of alien trademarks and indicators 
that could create confusion with other commercial activity is an act of 
unfair competition. 
 
The wording of Article 4 suggests that this regulation covers only di-
rect usage of other businesss trademarks and indicators. Therefore, in 
the case when used trademarks and indicators are not fully identical 
to those of competitors, but their similarity is so obvious that it can 
muddle consumers, the usage of such trademarks does not constitute 
an act of unfair competition. Meanwhile, the Law On protection 
against unfair competition was adopted in order to impose Article 
10bis of the Paris Convention for the Protection of Industrial Prop-
erty. This article envisions protection against the use of trademarks or 
indicators in the course of trade that are liable to mislead the public as 
to the nature, the manufacturing process, the characteristics, the suit-
ability for their purpose, or the quantity of the goods. 
 
Legal regulation of rights for trademarks calls for imposing regulation 
of Article 6bis of the Paris Convention for the Protection of Industrial 
Property. According to this article, the countries of the Union under-
take the protection of trademarks considered by the competent authority 
of the country of registration or use to be well-known. In Ukraine,  
both the procedures for considering trademarks as well-known and  
the power to determine trademarks as well-known have not been  
fixed yet. 
 
Another problem is the lack of clearly defined conditions in Ukraine 
for early cancellation of trademark certificates by reasons of non-use or 
insufficient use of the trademarks. According to Article 17 of the Law 
On the protection of rights for trademarks dated December 15, 1999, 
any individual can apply to court for ahead-of-schedule termination of 
a trademark certificate on the basis of the indicated reasons. At the 
same time, it is not known how to measure sufficient use of trade-
marks and how to distinguish sufficient and insufficient use.  
 
In the future, the lack of a specialised court for resolving disputes re-
garding intellectual property rights in Ukraine will become a signifi-
cant problem. Today, the judicial system is not able to deal effectively 
with cases on intellectual property, as judges have no specific knowl-
edge, particularly regarding inventions and useful models. The issue 
of a specialised court should be resolved through adopting relevant 
provisions in the Law On the judiciary. 
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Copyright 
In order to protect copyright and allied rights, the Verkhovna 
Rada adopted the Law On distributing copies of audiovisual 
work and recordings on March 23, 2000. This law imposed 
control holograms for marking produced and imported 
audiovisuals. Control holograms are a sign of adhering to 
copyright and allied rights, also they grant the right for 
audiovisuals distribution. 
The law establishes administrative responsibility for illegal 
distribution of audiovisual works and recordings. According 
to the law, audiovisual works and recordings should be sold 
retail only at specialised retail stores. 
We believe that the law will allow discerning legal and pirated 
audiovisual products through the control holograms. At the 
same time, the law does not wholly solve the problem of the 
import and sale of pirated products, as there is no agency 
coordinating activity for the prevention and disclosure of 
copyright violations. 
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Contract enforcement 
The problems of Ukrainian legislation on contract enforcement are  
(1) insufficient integrity of this legislation, (2) ineffectiveness of property 
liability mechanisms, and (3) slow progress on judicial reform. During the last 
12 months, legislation pertaining to contract enforcement underwent no changes. 
A new version of the Civil Code of Ukraine, which passed second reading in the 
Verkhovna Rada, is the most remarkable event of this period 
Integrity of legislation 
Legislation on contract enforcement should ensure the coor-
dination and reliability of economic activities. However, in 
Ukraine corresponding legislation is not integral as there is a 
delay in adopting a new version of the Civil Code. The cur-
rent Civil Code dates to 1963 and does not even foresee con-
ditions for private business creation and operation. The defi-
nition of an enterprise (legal entity) is grounded on the own-
ership of separate property rather than on property rights. 
The goal of a new Civil Code36 is to set uniform rules of the 
game in the realm of property relationships, on the basis of 
an even playing field for all business entities and their free-
dom of choice to enter these relationships. The new version 
of the code contains the following important norms: 
· definition of a legal entity.37 Legal entities are classified 
as subjects of private law or subjects of public law. Legal 
entities of private law are organisations created and 
managed by private individuals or businesses. Legal enti-
ties of public law are organisations created by the state. It 
is established that public legal entities obtaining prop-
erty rights are also subject to the codes regulations. 
Therefore, the Civil Code ensures the equality of all legal 
entities, both public and private; 
· the right of individuals to engage in business, and prop-
erty liability of individual entrepreneurs; 
                                                                 
36 The draft Civil Code passed second reading in the Verkhovna 
Rada of Ukraine on June 8, 2000. 
37 According to the draft code, legal entities are organisations that 
can have property rights, other property and personal non-property 
rights, can bear responsibility and be a plaintiff or defendant in 
court. 
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· intellectual property rights. A separate volume of the 
new Civil Code is devoted to regulations on intellectual 
property rights; 
· overall contract provisions and a detailed description of 
types of obligations. These code regulations will promote 
quality contracts between economic agents; and 
· legal status of financial derivatives and securities (op-
tions, futures/forward contracts, and depository notes). 
The code will call for significant changes in current legisla-
tion, particularly the adoption of laws on joint-stock compa-
nies38 and special pieces of legislation regarding procedures, 
organisational-legal forms, and legal status of public compa-
nies. 
The Economic Code of Ukraine, which passed the reading 
on June 8, 2000, threatens the integrity of legislation ensur-
ing contract enforcement. The regulations of the draft code 
pave the way for government interference in the economy. 
The draft Economic Code violates the rule of equal rights for 
subjects of the law, containing articles on state support to 
some enterprises, tax privileges, price regulation, etc. More-
over, if the Verkhovna Rada adopts the code, this document 
will likely play the role of unnecessary intermediary between 
the Civil Code and laws regulating business relationships. 
Property liability 
A new version of the law On bankruptcy came into force on 
January 1, 2000. Imposition of the new law, however, is still 
ongoing. Half a year later, the Ministry of Economy approved 
the Order On the organisation of work for licensing arbi-
trage managers. According to the order, the ministrys de-
partment of property and bankruptcy should organise the 
work of licensing arbitrage managers. As the law stipulates, 
arbitrage managers are the main participants in the bank-
ruptcy process.39 
                                                                 
38 According to the draft Civil Code, organisational and legal forms 
of enterprises created in order to obtain profit are economic entities 
(joint-stock companies, partnership with limited or additional liabil-
ity, unlimited companies, and komandyty) or producers coopera-
tives. 
39 Arbitrage managers act as asset-managing agents, reorganisation 
(sanatsiia) managers, and liquidators.  
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Successful implementation of the new version of the bank-
ruptcy law is impeded by unequal treatment of different 
business entities that is predetermined by the law. For exam-
ple, the laws application is limited regarding state-owned 
enterprises that could not be privatised, public enterprises,40 
and communally owned companies. Integral property com-
plexes of state enterprises cannot be sold during the process 
of reorganisation. A law dated November 18, 1999 suspends 
the law on bankruptcy of coal-mining, coal-processing, and 
coal-mine building enterprises.41 The bankruptcy procedure 
will not foster the development of comprehensive methods 
for overcoming the problem of bad loans.42 
Introduction of the new Civil Code will encourage expansion 
of opportunities for using property liability instruments. The 
draft code defines the property rights of legal entities and 
stipulates that legal entities are liable with all their property. 
As the draft Civil Code determines equal rights for subjects of 
private and public laws, the abovementioned regulations of 
the draft code cancel the limitations regarding usage of inte-
gral property complexes of state enterprises as collateral43 
and their sale during the process of reorganisation. The risk 
of abolishing such limitations is the possibility of unsuper-
vised privatisation of state-owned enterprises happening 
through bad bargains set by enterprise managers, which 
could result in enterprise incapacity to meet contract obliga-
tions. In order to minimise this risk, a clear mechanism of 
accountability of public enterprise managers to the owner
the stateshould be developed and implemented. 
The judicial system 
In our opinion, businesses in Ukraine are not inclined to de-
fend their rights in court because of high court costs and the 
low effectiveness of the court system. 
                                                                 
40 According to the Law On enterprises, public enterprises are 
state-owned enterprises whose products are consumed mainly by the 
government, or natural monopolies. 
41 According to the bankruptcy law, there is a moratorium on apply-
ing the bankruptcy procedure to agricultural enterprises. 
42 The law provides for the following options: pre-court sanatsiia, 
sanatsiia (reorganisation, restructuring, sale of integral property 
complex), liquidation, or peace pact. See Policy Studies, #78 (July
August 1999), p.33.  
43 This limitation is in force according to the Law On collateral 
dated October 2, 1992. 
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The law dated November 18, 1999 reduced the costs of court 
process; the rates of the state fee for property claims were 
lowered from 5% to 1% of suit value. 
Recently, the number of cases heard in commercial courts 
has increased. As a result, court loading now exceeds capac-
ity. Taking this fact into account, the President imposed the 
Decree On creating panels of judges on examining cases of 
tax and levy (compulsory payment) collection at commercial 
courts of Ukraine on August 13, 1999. According to the de-
cree, commercial court staff was increased. 
Meanwhile, the judiciary reform required by Ukraines Con-
stitution has been postponed. The Verkhovna Rada rejected 
the draft On the judiciary as unacceptable on March 2, 
2000. A peoples deputy group submitted a new draft law, 
which is now being prepared for first reading. By a decree 
dated August 30, 2000, the President established the Board 
on Judicial System Reform; chaired by the President of 
Ukraine, it will be responsible for coordinating work on a 
draft law on the judiciary. These measures will help to reach 
political consensus on judiciary reform in Ukraine. 
Court independency and hierarchy are the most disputed 
issues in judicial system reform. Court independency is the 
precondition for realising the principle of equal rights for all 
subjects of the law, which is provided by the new Civil Code 
of Ukraine. The issue of court hierarchy emerges from crea-
tion of specialised courts and their subordination to the Su-
preme Court of Ukraine. 
According to the draft law on the judiciary, commercial and 
administrative courts are considered as specialised courts in 
Ukraine. Judge specialisation for different cases could be in-
troduced in courts, which would encourage a more effective 
court process. 
The draft law provides for the following hierarchy of com-
mercial courts: local commercial courts, the Appeal Com-
mercial Court, and the Supreme Commercial Court. Appeal 
courts hear appeals cases. The Supreme Commercial Court 
hears reviews and appeals, it also generalises judicial prac-
tices, and develops explanatory notes and recommendations 
regarding legislation application. 
The Supreme Court of Ukraine is the court of last resort. It 
hears cases, including commercial court cases, in appellate 
order. The Supreme Court commission, involving judges of 
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the Supreme Court and chairmen and judges of specialised 
courts, makes all decisions. 
The opportunity for appealing court decisions at different 
levels will ensure higher quality of protection of business en-
tity rights. Thus, the independency of courts, particularly 
those of last resort, is a prerequisite for an effective appeal 
system. 
The creation of an arbitration tribunal could assist in lighten-
ing commercial court overload. Today, the regulations on the 
arbitration tribunal for resolving economic disputes between 
associations, enterprises, organisations, and institutions, 
which were approved by the National Arbitration Court at the 
USSR Council of Ministers on December 30, 1975, is still in 
force. The most effective arbitration tribunal is the Interna-
tional Commercial Arbitration Court at the Chamber of 
Commerce and Industry of Ukraine.44 A draft Law On the 
arbitration tribunal should be considered in order to ex-
pand the sphere of arbitration tribunal influence. 
                                                                 
44 The Law On the International Commercial Arbitration Court 
was approved on February 24, 1994. 
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Privatisation and the stock market 
In Ukraine, privatisation carries out several functions. First, privatisation is a 
tool for attracting investments and increasing the effectiveness of the economy. 
Second, it is an important source of state budget revenues. Third, privatisation 
is still the main source of public companies for the stock market of Ukraine. 
Modifications in legislation regarding privatisation should be evaluated from 
these basic viewpoints. During the last year, privatisation legislation underwent 
positive changes, thanks to the consensus on privatisation policy reached by the 
President, the government, and the Verkhovna Rada majority. Meanwhile, the 
government and parliament failed to develop a proper legal framework for state 
and municipal property management. Also, legislative problems pertaining to 
the stock market and its infrastructure still remain to be solved 
Privatisation 
Privatisation program 
The Presidential Decree On priority measures for the accel-
eration of privatisation in Ukraine significantly speeded up 
the development of legislation regarding privatisation at the 
end of December 1999. This document provided for both 
strong acceleration of the privatisation process, thanks to an 
increased number of entities proposed for sale, and the in-
troduction of reform innovations in the privatisation proce-
duresin particular, a focus on selling shares to strategic in-
vestors without investment liabilities and a 100% sale of 
Ukraines medium-size enterprises. The decree was also of 
ideological importance, as it demonstrated the position of 
the re-elected President with regard to privatisation. With the 
political stability established after the presidential election, 
the approval in May 2000 of the Law On the State Privatisa-
tion Program, based on the presidential decree, was a logical 
next step. 
The State Program on Privatisation was the main and most 
reformatory legal document adopted last year in the realm of 
privatisation. The approval of the law by the Verkhovna Rada 
was very important, because the parliament had refused to 
support privatisation programs over the last two years. This 
discouraged investors from participating in privatisation in 
Ukraine. The approved program will be effective for at least 3 
yearsfrom 2000 to 2002which diminishes the risks that 
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privatisation legislation will be amended. According to the 
program, state property may be sold only for cash. The ap-
proved privatisation plans envision that proceeds from the 
sale of state property will amount to 2.5 billion UAH in 2000, 
1.5 billion UAH in 2001, and 1 billion UAH in 2002. 
The new program focuses on selling shares to strategic inves-
tors, and grants the State Property Fund of Ukraine (SPF) the 
authority to search for buyers and select the method of sale. 
To attract strategic investors, the program eliminates invest-
ment conditions for tender sales. It reserves only one neces-
sary restrictionthat strategic enterprises can be sold to in-
dustrial investors only, chosen on the basis of their interest to 
retain a market share of the privatised enterprises (require-
ments to investors are stated in the program). 
The program also restricts the right to retain share packages 
in the hands of the government. The program allows the gov-
ernment to manage only 25%+1 and 50%+1 share packages 
of the monopoly enterprises or strategic entities for the three-
year term (compared to five years). 
The program also determined the fate of several thousand 
share packages of medium-size enterprises. Stakes which the 
government held in theses firms did not allow them to reor-
ganise through bankruptcy procedures, for example. Accord-
ing to the new rules, the SPF will sell residual shares to privi-
leged shareholders for half of face value if no buyers have 
been found in the market. If shareholders refuse to purchase 
shares, the privatisation body will initiate the reduction of the 
statutory capital to the size of the states share package, which 
will be voted on at the shareholder meeting. 
However, the privatisation program preserves the rudiment 
of mass privatisationprivileged sales. Employees and re-
tired workers of privatised companies have the right to buy 
shares of their joint-stock companies for half of their face 
value, to a maximum amount of 45 untaxed minimal 
[monthly] wages. Managers of these enterprises can also pur-
chase another 5% of shares for half the face value (today, 45 
untaxed minimum wages amount to 756 UAH). 
Privatisation in some sectors 
The Law On the particularities of Ukrtelekom privatisation, 
approved in July 2000, was a long-expected breakthrough in 
the privatisation process. This decision will help to collect the 
forecast privatisation proceeds in 20012002 and also to at-
tract investments in Ukrainian telecommunications and to 
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give powerful incentives to the stock market. However, the 
laws disadvantage is that the share package to be sold is lim-
ited to 49% of the statutory capital (in fact, licences rather 
than shares should be the tool of government control). An-
other weak spot of the law is the provision stipulating that 
after privatisation, the states share in Ukrtelekom will be in-
creased. The law assumes that 30% of the amount paid by the 
buyer will be invested in the company by the state through 
buying additionally issued stock. In this case, the investors 
share in the statutory capital would decrease. Currently, the 
Verkhovna Rada is examining a draft law abolishing this pro-
vision. 
On a separate note, the Verkhovna Rada approved the draft 
law On the particularities of privatisation in the fuel and en-
ergy complex in first reading. This law should speed up the 
privatisation process in this industry. According to presiden-
tial decree, followed by corresponding decisions made by the 
government and the SPF, the remaining 25% of [state] 
shares of seven oblast energy-distributing companies (oblen-
ergos) will be sold. This has allowed proposals of 6075% 
controlling share packages of these companies for sale. 
The Law On the particularities of privatisation of incom-
plete construction, approved in September 2000, is another 
positive move. The law stipulates the following privileges for 
buyers, overcoming a number of problems: (1) delayed pay-
ment for a period of up to five years, with interest attached to 
inflation rates; (2) tax exemption for transactions related to 
the privatisation of incomplete construction; (3) permission 
to consider expenditures on construction as total costs while 
calculating profit tax; and (4) a land tax exemption (this 
privilege lasts as long as the construction continues). 
The Law On the particularities of privatisation of enterprises 
managed by the Ministry of Defence of Ukraine, approved 
in May 2000, is rather difficult to justify by economic calcula-
tion. The law does not clearly indicate who (except for man-
agement of the Ministry of Defence) and why will buy shares 
of these enterprises, because the plan of their allocation envi-
sions (1) not less that 51% of shares to be retained in the 
hands of the government; (2) privileged sales on the basis of 
conditions determined by the Ministry of Defence; and (3) 
purchase of another 15% of shares by officials of the Ministry 
of Defence. Practically all privatisation proceeds will be di-
rected at the needs of the ministry. 
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Another negative example is the approved special privatisa-
tion plan for the Mariupol Illich Metallurgic Works as a law. 
The plan envisions the purchase of the state share package by 
the managers and workers of the plant, who already hold 
43% of all shares. The justification of this privatisation strat-
egy was given as the good performance of the enterprise, out-
standing professional skills of the director, and the possibility 
of conflict among shareholders and consequent worsening 
performance if the state package is purchased by investors 
who do not get on with the current management of the plant. 
Moreover, the approved law created a precedent of legislative 
interference in the privatisation of some enterprises, which 
infringes the principles of competitive privatisation adopted 
in Ukraine. Besides, the workers and managers do not pos-
sess the capital or modern technologies that strategic inves-
tors can bring in. 
Lastly, during the past year the Verkhovna Rada approved 
laws amending the Law On the privatisation of state prop-
erty. Thus, the list of legal entities under state ownership 
which are not subject to privatisation was extended to include 
plant variety testing stations and districts, other organisations 
assessing crop varieties, as well as the assets of grain-receiving 
and grain-procurement enterprises which are part of the 
statutory capital of the Khlib Ukrainy state joint-stock com-
pany. To implement the ambitious plan of privatisation for 
20012002, this list should be shortened, as it contains too 
many enterprises and the principles governing their selection 
are unclear. 
State property management 
The Presidential Decree On changing the system of central 
government dated December 15, 1999 was the main docu-
ment in the realm of state property management. This decree 
liquidated the National Agency for State Corporate Rights 
Management. The eighteen-month period of the Agencys 
functioning proved that, by its nature, the institutions activ-
ity was actually directed against privatisation, since it pro-
moted the expansion of state interference in the economy 
and creation of non-transparent schemes, generating corrup-
tion. Delegating the agencys functions to the State Property 
Fund is a positive step on the part of Ukraines executive, 
since it clearly defines the priority of privatisation over state 
property management. 
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Another positive step was the Presidential Decree On the 
Derzhinvest Ukrainy joint-stock company that liquidated this 
company, which ineffectively managed the share packages 
that were part of its statutory capital. The same problems are 
typical for scores of other state holding companies. The 
Cabinet of Ministers created a working group to address the 
problems regarding expediency of their functioning. 
However, liquidating the National Agency for State Corpo-
rate Rights Management and significantly decreasing the 
number of state-owned entities do not by themselves elimi-
nate the problems of state property management or attract-
ing investment to these enterprises. The government has still 
not developed a proper strategy for state property manage-
ment. 
The Cabinet of Ministers Resolution On state corporate 
rights management, approved in May 2000, officially abol-
ished all the old legal framework regarding state property 
management. However, approved new documents have not 
contained any fundamental innovations. They have not re-
solved the key problems in this realm: (1) ensuring guaran-
tees for entities managing state property; or (2) rewarding 
management depending on performance, as currently offi-
cials in this area have only one incentiveaccess to the finan-
cial and material assets of enterprises. Neither did the resolu-
tion make the procedures for selecting state property man-
agement agencies transparent or competitive. 
We hope that these disadvantages will not be maintained in 
the law regarding state-owned entities management, which 
passed second reading in the Verkhovna Rada but was not 
adopted. 
The need for a law On municipal property is also extremely 
important; unlike for state property, a legal framework for 
municipal property has not been developed yet. This prob-
lem hinders reforms in the energy sector and the social 
sphere, as well as the creation of effective executive and local 
governments in Ukraine. 
Stock market infrastructure 
Last year, Ukrainian authorities failed to provide a proper 
legal framework for the stock market, and market players are 
still waiting for the adoption of several laws. 
First of all, a new conception on stock market development in 
Ukraine should be adopted. The previous conception dates 
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to 1995, hence, today legislation on the Ukrainian stock mar-
ket is practically not integrated and lacks a development pro-
gram. The draft law On institutions for mutual investing 
(unit and corporate investment funds) is furthest along with 
regard to adoption among the special draft laws pertaining to 
the stock market infrastructure. This law should ensure a 
market transition from attracting vouchers to attracting cash 
from new investment funds, which should be more transpar-
ent and less risky. It can also encourage new players to enter 
the marketventure fundsthat do not have the right to at-
tract citizen savings and invest in the most risky projects 
without disclosing the name of fund owners. 
Discussions of the draft laws On securities and the stock 
market and On derivative securities have gone on for sev-
eral years; these draft laws are now out of date and need to be 
renewed. The all-important draft Law On joint-stock com-
panies has not been able to pass by the Verkhovna Rada. 
This draft law optimises the ownership structure in Ukraine, 
which was gradually created according to the privatisation 
process and hence does not account for all innovations in the 
special legislation on the stock market. 
Framework codes can also significantly modify the legal pa-
rameters governing the stock market. In particular, the Civil 
Code will determine the concept of security, which is basic 
for the stock market. For its part, the Tax Code will stipulate 
where market agents will receive more profitsdirectly in 
Ukraine or through offshore companies. 
After being sharply criticised by the President of Ukraine in 
April 2000, the State Commission on Securities and the Stock 
Market accelerated its legislative activity regarding deregula-
tion, shareholder protection, simplification of procedures, 
and increased market transparency. Due to its legislative ac-
tivity, the commission has a large scope for market develop-
ment that it had earlier not used effectively. For example, in 
June 2000, the commission supported the interests of minor-
ity shareholders and officially clarified the application of ex-
isting shareholders priority rights to additional issues of 
shares. The commission determined that all shareholders 
have the priority right to purchase shares of additional issues, 
proportionately to their stake in the statutory capital. Failure 
to fulfil this condition is sufficient to deny registration of the 
issue. Formerly, additional issues of shares were the main tool 
to remove unwanted shareholders from company manage-
ment. 
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Sectoral regulation 
Agriculture 
Documents for the regulation of the agriculture that were 
adopted over the last 12 months can be split into two groups: 
(1) documents that determine property rights and (2) docu-
ments that regulate activities in the agricultural market. The 
first group aims to create conditions that encourage effective 
management, while the second promotes the profitability of 
agricultural activities. All these documents have a common 
positive featurethe development of the agricultural sector 
based on market principles. On the other hand, the docu-
ments are declarative and sometimes inconsistent; they also 
do not guarantee the implementation of the declared issues.  
Property rights reform (privatisation) 
Property rights reform is the cornerstone of agricultural re-
form in Ukraine. Private ownership by itself cannot guaran-
tee a rapid increase in productivity. Still, it can create the 
needed stimuli, since it makes producers fully responsible for 
the results of their activities. The following two documents 
contribute significantly to property rights reform in Ukraine:  
· Presidential Decree On urgent measures to reform the 
agriculture dated December 3, 1999. 
· Draft Land Code of Ukraine, approved in first reading 
on July 6, 2000.  
The Presidential Decree of December 3, 1999 initiated an 
extensive and rapid reform of property rights in the agricul-
tural sectorthe mass privatisation of land and reorganisation 
of collective agricultural enterprises (KSPs). The decree did 
not actually create any new legal procedures for the reorgani-
sation of KSPs or land privatisation (compared to legislative 
acts effective at that time).45 The right to private land owner-
                                                                 
45 The only innovation was that the decree reinforced the role of the 
land certificate. According to the decree, during contract arrange-
ments for rental of land plots (shares), the land certificate for the 
right to shares is a legally binding document testifying to the right to 
possess, use, and dispose of said plots. Alas, the benefit of this inno-
vation is dubious, because if conflicts should arise, the courts may 
still invalidate rental operations pertaining to plots having no 
proper [state] land title (act testifying to the right to own land). 
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ship was put into existence as early as in 1992, when the Land 
Code was amended. Many employees of KSPs had already 
exercised their right to withdraw from KSPs and demarcated 
their land plots before this decree was adopted. Rather, the 
decree was intended as an organisational and political docu-
ment that outlined the state policy for land market creation 
and functioning of the private sector, and set time limits for 
the implementation of needed measures. Although the de-
cree was entirely declarative, it did become a document of 
direct action, as almost all KSPs were reorganised into private 
enterprises of various organisational and legal forms.  
The Land Code, approved in first reading on July 6, 2000, is 
the framework document that determines rights to land own-
ership. It determines the forms of land ownership; conditions 
of acquiring the right to own land; legal entities, their rights 
and liabilities; rules of land plot circulation; and the classifi-
cation and composition of lands.  
According to the Code, land can either be owned or used. 
The forms of land ownership are state, communal, and pri-
vate.46 The forms of use are lease and permanent conces-
sion.47 
The most celebrated part of the new Land Code is the affir-
mation of the right to sell and purchase land plots as a means 
to acquire the right to land ownership. At the same time, for-
eigners and those who are not citizens of Ukraine are de-
prived of the right to own land plots. These restrictions do 
not concord with international norms accepted in this area, 
and create opportunities for rent seeking. They also result 
from a political compromise, because granting foreigners the 
right to land ownership may become a significant impedi-
ment to the approval of the Land Code as a whole.  
Another positive feature of the new Land Code is that it regu-
lates the land collateral issue. The introduction of land col-
lateral is an important condition for entities in the agricul-
                                                                 
46 Collective land ownershipessentially, land owned by a collective 
enterprisehas been deleted from the new Land Code. Now enter-
prises acquire the right to own land either as private legal entities, 
or through state/communal ownership. 
47 According to the new Land Code, only state enterprises, institu-
tions, and organisations can exercise the right of permanent conces-
sion. 
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tural sector to acquire loans.48 The article devoted to the 
mortgage issue is rather general and requires the adoption of 
a separate law on mortgaging. Nevertheless, the fact that this 
issue is in the Land Code is grounds for the development of 
mortgage mechanisms. 
The draft code fails to incorporate the issue of joint owner-
ship of agricultural lands, which should have become a legal 
foundation for operations (primarily leasing) with large land 
plots. This issue remains unresolved, as the general provi-
sions of the code state that a group of individuals can own a 
land plot based on the right of joint ownership only if a piece 
of joint immovable property is located on this plot.49 One of 
the transition provisions states that owners can receive their 
land plots in a block, if they wish.50 It cannot create sufficient 
legal grounds for leasing operations with large land plots.  
The document introduces a useful concept of land servitude 
regulating the right to limited use of alien land plots. The 
draft law contains a detailed list of the types of land servitudes 
and determines the legal regime of their use. This concerns 
possibilities to access land plots while carrying out public 
works or fulfilling environmental protection measures. Land 
servitude is not the only means to exercise the right to use 
alien land. Internationally accepted mechanisms are superfi-
cies (the right to build on alien lands) and emphytheusis (the 
right to use alien lands for agricultural needs). The Land 
Code leans room for significant amplification in the part 
concerning the right to limited use of land plots.  
Agricultural commodity market 
The second important part of agricultural reform is the de-
velopment of the agricultural commodity market. It aims to 
set regulations that would bring the interests of society and 
private businesses into accord. A number of documents on 
the functioning of the agricultural market were approved 
over the past year, primarily presidential decrees and the 
government resolutions. The most important of them are:  
                                                                 
48 Besides the purchase-and-sale agreement, Ukrainian citizens can 
acquire the right to land ownership through devolution; rent-free 
transfer of state and communal lands; and privatisation of land plots 
by lessees (see Article 11 of Chapter 3 in the draft Land Code).    
49 See Article 15, Part 1 of the draft Land Code. 
50 See paragraph 8 of the Transition Provisions of the draft Land 
Code. 
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· Presidential Decree On measures to ensure the creation 
and functioning of the agricultural market dated June 
6, 2000; 
· Presidential Decree On urgent measures to stimulate 
production and development of the grain market dated 
June 29, 2000; 
· Cabinet of Ministers Resolution On encouraging activi-
ties in the exchange market for agricultural commodity 
and input supplies dated October 19, 1999 (amended 
through a resolution dated June 2, 2000); 
· Cabinet of Ministers Resolution On measures to im-
prove grain market regulation dated July 20, 2000; 
· Cabinet of Ministers Resolution On new approaches to 
providing agricultural producers with inputs dated 
January 17, 2000.  
According to these documents, the development of the agri-
cultural market infrastructure is an important task of gov-
ernment policy. And though all the documents aim at this 
goal, they do not stipulate mechanisms that would help to 
achieve it. Major pitfalls are the declarative nature and the 
inconsistency of the new acts. 
1. DECREES AND RESOLUTIONS AIMED AT DEVELOPING THE 
AGRICULTURAL MARKET ARE DECLARATIVE. They declare 
market principles but do not propose measures that will 
make them work. In particular, the documents encourage the 
emergence of infrastructure enterprises and transparency of 
trade. Meantime, instead of creating stimuli, documents fo-
cus on controlling measures, which are especially severe with 
respect to trade operations.  
The government argues that new measures are needed to 
reinforce control. Under this slogan, it imposed a ban on the 
export of grain if the export contract has not been concluded 
at an exchange.51 This measure conflicts with market princi-
ples, including freedom of choice and fair competition. No-
where in the world is the sale of goods forced to be exercised 
through an exchange, since they are created to simplify 
transaction procedures and provide trading parties with ad-
ditional guarantees.52 If Ukrainian exchanges can provide 
                                                                 
51 See Presidential Decree dated June 29, 2000. 
52 In particular, the availability of grain at a given address, of de-
clared quality. 
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these guarantees at a reasonable price, trading parties will be 
willing to conclude agreements through exchanges. Today, 
they are forced to do this by means of administrative meas-
ures. The direct (and obviously well-planned) effect of these 
measures is shrinking export volumes and the enrichment of 
the exchanges at the expense of other agents of the agricul-
tural commodities market. Thus, the market only tightens 
and does not develop as the approved documents declare.  
Another example of declarative documents is a number of 
normative acts that prohibit state and local administrations 
from imposing restrictions on the movement of grain. These 
are undoubtedly illegal, yet tacit bans on the transportation 
of grain outside oblast bounds have been effective over the 
whole of this year. Moreover, the Ukrainian government is-
sued a resolution in early 2000 that prohibited central and 
local authorities from interfering in the procedure that agri-
cultural enterprises choose to pay for input supplies;53 this 
resolution has been constantly violated.54  
2. NEW LEGISLATION ON THE DEVELOPMENT OF THE AGRI-
CULTURAL MARKET IS INCONSISTENT. The approved docu-
ments prohibit central and local authorities from interfering 
in pricing in the agricultural market. Meanwhile, the task is 
set to ensure the parity of prices, which in practice is equiva-
lent to direct interference. While the government prohibits 
imposing restrictions on the relocation of grain products, it 
recommends to strengthen control over the flows of wheat 
and other grains. The President aims to ensure that the law 
on restricting the monopoly power and preventing unfair 
competition in entrepreneurial activities is properly en-
forced, while the government grants the Khlib Ukrainy state 
company the monopoly right to buy grain.55 Khlib Ukrainy 
has been granted the monopoly right by the Ukrainian gov-
ernment to carry out state pledged purchases of grain.56  
                                                                 
53 Resolution of the Cabinet of Ministers dated January 17, 2000. 
54 The Kharkiv oblast administration issued on an order whereby 
agricultural enterprises should deliver their payments to creditors in 
July 2000. This was a verbal resolution. Loans which had been given 
by local and regional budgets were to be repaid in the first turn, 
energy bills in the second, and bank loans in the third. Only after 
these repayments were made, enterprises could pay the owners of 
land and other assets, pay wages, and fulfil to other lenders. 
55 Presidential Decree dated June 6, 2000. 
56 The Cabinet of Ministers Resolution dated July 20, 2000. 
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Other important normative acts were adopted over the last 
year, and though they have not affected the agricultural mar-
ket yet, they will be very influential in the long run. Among 
these documents are the Cabinet of Ministers resolutions on 
bank lending to agricultural enterprises, approved in the 
spring of 2000.57 Volumes of bank loans remain negligible, 
because the default risk is still high, while the land collateral 
mechanism has not become effective yet. The future pricing 
support mechanism established by Presidential Decree dated 
June 29, 2000 has not come into effect, either. It prevents 
grain prices from falling in case of overproduction and thus 
supports domestic producers, but Ukraine seems not likely to 
take this step in the near future. The gap between future and 
market prices (if the latter become lower) should be covered 
at the expense of budget funds. Neither the size of these 
funds nor a mechanism for covering the gap were envisioned 
in the 2000 budget.  
These documents form the framework for lending and pric-
ing issues to be addressed in agricultural commodities mar-
ket policy. Bank lending mechanisms will become effective 
when the land market emerges and mortgage instruments 
develop. The importance of price support schemes will grow 
in line with increased agricultural output, fairer competition, 
and overall economic growth, which will enable the govern-
ment to support these schemes at the expense of budget. 
Energy sector 
During the last 12 months, legislation pertaining to contract 
enforcement in the electricity market underwent fairly posi-
tive changes. However, these modifications appear to be in-
sufficient to eliminate opportunities for manual adjustment 
in the distribution of funds in the sector. Over the year, the 
Cabinet of Ministers and the National Electricity Regulation 
Commission (NERC) have taken many decisions contradict-
ing the letter and the spirit of the Law On electricity. For 
example, permission was granted for mutual debt offsets  
(a non-cash payment method), and procedures for fund dis-
tribution in the electricity market changed constantly. 
                                                                 
57 The Cabinet of Ministers Resolution On additional measures for 
lending for spring fieldwork in 2000 dated February 25, 2000 and 
the government resolutions on procedures for granting banking 
loans to the enterprises of this sector and their volume dated March 
1 and 7, 2000. 
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Contract enforcement in the electricity market 
At the start of the year, the main problem in the electricity 
market was the failure of market agents to meet their com-
mitments. The share of cash payments for delivered electric-
ity did not exceed 10%. This problem was caused by (1) non-
payments in the wholesale electricity market and (2) non-
payments on the part of consumers. 
To overcome the payments crisis, incentives and the regula-
tory environment in the electricity sector had to be changed. 
To provide market incentives, the government accelerated 
privatisation of electricity-supplying companies (see PRIVATI-
SATION AND THE STOCK MARKET). However, only when the 
time-consuming privatisation of electricity-generating com-
panies is completed will the incentives of all agents in the 
electricity market change. The legislative conditions for func-
tioning in the electricity market play a very important role; 
they should legally eliminate opportunities for non-payments 
both in the wholesale electricity market and in the chain 
electricity-supplying companyend consumer. 
A half-year discussion of ways to reform the Ukrainian elec-
tricity market resulted in amendments to the Law On 
electricity, which were approved on June 22, 2000; they 
eliminate the majority of reasons for non-payments, and si-
multaneously increase the rights of the government to inter-
fere in the activities of wholesale electricity market agents. 
Amendments to Article 15, Article 24, and Article 26 are the 
most important, and they envision the following: 
· The wholesale energy supplier is required to conclude 
purchase-and-sale agreements with all other agents of the 
wholesale electricity market. 
· The status of distribution accounts of supplying compa-
nies has been legally determined, and the mechanisms 
for distributing funds accumulated on these accounts. 
· Supplied electricity should be paid for only in cash, 
through distribution accounts. 
· The NERC receives the right to appoint administrators 
at electricity supplying companies, irrespective of their 
form of ownership. 
Purchase-and-sale agreements will improve payment disci-
pline in the electricity market, because previously no court 
could force debtors pay their liabilities in the absence of 
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these agreements, and thus the status of the Electricity Mar-
ket Agreement was dubious.  
However, the issue of distribution accounts is more compli-
cated. The amendments minimise opportunities for manual 
adjustments in the distribution of funds by the government 
in the electricity market, and make the NERC responsible for 
determining the distribution formula. However, the NERC 
does not have sufficient independency to resist the pressure 
of constant fire fighting. Members of the NERC are ap-
pointed by the President for a 6-year term; however, accord-
ing to the regulations on the NERC,59 this commission should 
be guided by government resolutions. During the second half 
of 2000, the NERC constantly modified the mechanism for 
fund distribution according to government instructions. 
This allows the government to continue manual distribu-
tion of revenues in the electricity market. To prevent this 
possibility, the NERC should be assured independent status, 
as stated in the Law On natural monopolies. 
Finally, controversial amendments to Article 24 envision the 
possibility to appoint administrators at electricity-supplying 
companies. According to government resolution No. 1139 
dated July 19, administrators can perform the functions of 
the board of such companies. Given these powers, adminis-
trators activities could lead to bankruptcy. This decision 
contradicts Article 41 of the Constitution of Ukraine, which 
proclaims the right of private ownership to be inviolable, and 
can easily dissuade investors. If the appointment of 
administrators is considered as a measure to stop the non-
execution of commitments by electricity-supplying compa-
nies, then court mechanisms, particularly the mechanism of 
bankruptcy, should be applied instead. 
In the sphere of the retail electricity market, the Cabinet of 
Ministers Resolution On approving the Rules for the popu-
lation using electricity dated July 26, 1999 (with amend-
ments dated October 26, 2000) is an important step to ensure 
contract enforcement by electricity suppliers and individual 
consumers. This document envisions mandatory contracts 
between electricity suppliers and individual consumers. The 
resolution stipulates that suppliers have no right to refuse to 
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National Electricity Regulation Commission dated 14 March 1995. 
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conclude contracts with any consumers residing in the terri-
tory served by the suppliers. This restricts electricity suppli-
ers possibilities for abuse of their monopolistic position. 
The Cabinet of Ministers Resolution On ensuring discipline 
of payments for used natural gas, heat energy, and electricity 
dated January 17, 2000 (with amendments dated May 5 and 
November 3, 2000) was aimed at creating conditions for con-
tract enforcement in the retail electricity market. The gov-
ernment stated that consumers should receive that volume of 
electricity for which they paid according to contracts. By the 
May 5 amendments, the government finally abolished the list 
of consumers which must be granted subsidies to pay for elec-
tricity. As the government failed to ensure this condition, 
these consumers received electricity free of charge. 
Forms of payment for electricity 
The amended Article 26 of the Law On electricity stipulates 
that delivered electricity should be paid for in cash through 
distribution accounts. It restricts opportunities for non-cash 
payments used in order to transfer budget funds, and re-
sources of state enterprises in favour of certain individuals. 
A government resolution dated May 7, 2000 was also directed 
at overcoming this problem. The resolution abolished 23 
resolutions and directives regarding non-cash payments in 
the fuel and energy industry. Meanwhile, the Cabinet of Min-
isters Resolution On conducting payments in the fuel and 
energy industry dated July 12, 2000 allowed mutual debt off-
sets between the government, energy companies, and their 
contractorsfor example, coal-mining enterprises or 
Ukrzaliznytsia [state railways enterprise]. During the follow-
ing months, the government made several such decisions. 
Thanks to increased transparency and limited use of the non-
cash scheme, they caused fewer total losses compared to the 
resolutions abolished in May; offsets and non-cash payments 
with the participation of the public sector led to ineffective 
allocation of budget funds. These decisions contradict Article 
26 of the Law On electricity, and market agents have al-
ready taken the opportunity to file court appeals. 
To put an end to non-cash payments for electricity, a Law 
On the procedures for collecting taxpayer debts to budgets 
and state targeted funds should be adopted. This law should 
abolish the Kartoteka-2 system [allowing seizure of funds on 
debtor accounts] and unblock the accounts of enterprises 
having tax debts to the state budget. 
The amended Article 26 
of the Law On 
electricity stipulates that 
delivered electricity 
should be paid for in 
cash through distribution 
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Banking sector 
Banking sector regulations aim to ensure the effective alloca-
tion of financial resources in the economy and to prevent 
bank crises. Banks require special attention due to the follow-
ing: (a) failure of the banking system can significantly slow 
down activities throughout the economy; and (b) effective-
ness of the banking sector determines the soundness of eco-
nomic policy, particularly monetary policy.60  
Major problems of banking regulation in Ukraine are insta-
bility and the requirement to perform fiscal functions. Fre-
quent changes in regulations, coupled with the application of 
administrative measures, diminish the attractiveness of the 
banking sector for investors. Fiscal functions and failure to 
maintain bank secrecy scare away potential clients, who in-
stead turn to grey intra-bank payment schemes, thus making 
the economy function less effectively.  
Capitalisation 
A sensitive issue in the regulatory framework of the sector are 
the requirements for the minimal size of statutory capital for 
commercial banks and economic justification of these re-
quirements. On the one hand, the NBU recommends setting 
the minimum size of statutory capital at levels that would be 
in accord with international standardsin particular, the rec-
ommendations of the Basel Committee.61 In that case, the 
number of commercial banks in Ukraine might shrink and 
produce the economies-of-scale effect, while both foreign 
partners and domestic clients would become more confident 
that their assets are well-managed and secure.  
At the same time, this will also lead to closures of small com-
mercial banks, including solvent and economically viable 
ones. Therefore, opponents of this norm point out the rela-
tively smaller scale of the Ukrainian economy and doubt the 
expediency of international benchmarks. They also argue 
that the banking system will grow in line with the economy, 
and that artificial attempts to consolidate the system do not 
guarantee greater economic effectiveness.  
                                                                 
60 Carl-Johan Lindgren, Gillian Garcia, and Mathew I. Saal. Bank 
Soundness and Macroeconomic Policy, International Monetary Fund 
(1996). 
61 Draft law On banks and banking activities sets the minimal size 
of capital at 25 million UAH. 
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Denomination of statutory capital is another important issue. 
Effective regulations do not envision mechanisms to protect 
already-deposited capital, which shrank significantly (if de-
nominated in the euro) over 19981999, due to the devalua-
tion of the hryvnia. In our opinion, it is expedient to set the 
minimal capital size in euros and to introduce the structural 
currency position, i.e., to keep part of the capital in foreign 
currencies. This change should be introduced gradually, to 
avoid excessive pressure on the exchange rate.  
Although a consistent policy for capitalisation had not been 
developed over the year, the NBU changed the existing 
norms and approved: 
· the procedure for excluding incomplete reserves from 
asset-side operations while calculating the size of bank 
capital.62 The order simplifies the assessment of bank 
performance for both the inspection body of the NBU 
and partners at the bank; 
· the procedure for allowing banks to calculate borrowed 
funds as a part of capital, attributing them to a subordi-
nated debt.63 Banks can borrow funds on the condition 
of subordinated debt for at most 5 years, at interest that 
does not exceed the NBU discount rate. The lending 
party must not be the banks debtor, must not call away 
their money, or receive loans from the bank while the 
agreement is effective. In case of bankruptcy, the bank 
pays out the subordinated debt to the investor after all 
other creditors claims are satisfied (but before equity 
holders). A minus of the order is the provision that re-
quires calculating the amount of subordinated debt ob-
tained in foreign currencies at the NBU exchange rate 
effective on the transfer date. Although this is unfavour-
able for investors, banks seek to obtain funds in the form 
of subordinated debt and thus avoid tedious procedures 
of registering contributions to the statutory capital;  
· the requirement to increase the size of capital to 5 mil-
                                                                 
62 Resolution of the NBU On amending and supplementing the 
Instruction on the procedure for regulation and analysis of com-
mercial bank activities dated July 27, 1999. 
63 Resolution of the NBU Board On approving the Procedure for 
allowing banks to calculate borrowed funds as a part of capital, at-
tributing them to a subordinated debt, and on amending the In-
struction on the regulation and analysis of commercial bank activi-
ties dated October 25, 1999. 
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lion euros by November 1, 2000 for banks that want to 
confirm their licenses of opening correspondent ac-
counts in non-resident banks and hold LORO-accounts 
in the national and foreign currencies.64 This norm cre-
ates stimuli for consolidation of the banking system. 
Fiscal functions of commercial banks 
Commercial banks experienced significant difficulties in 
keeping bank secrets. A resolution of the NBU Board dated 
December 14, 1999 obliges banks to inform the State Tax 
Administration regarding transfers of money abroad and on 
LORO/personal accounts, and cash payments by specific 
legal entities (except wage payments). The access of fiscal au-
thorities to bank information without a court decision re-
strains the development of the bank sector, since the possibil-
ity of information disclosure scares away potential clients.  
Asset management 
Over the last year, the NBU has improved the norms that en-
sure stable functioning of the banking system, in particular, 
the asset management regulation. The resolution of the NBU 
Board On the new procedure for creation and use of re-
serves to secure losses associated with credit operations 
dated July 6, 2000 establishes credit operation rules which 
emphasise the need for austere monitoring of clients by 
banks. Banks will have to form larger reserves because: 
· classification of credit operations has become stricter;  
· beginning January 2001, banks must form credit risk re-
serves for correspondent accounts at other banks, and 
for 30-day overdue interest and principal payments 
which were not written off the balance sheet. 
Clients seeking loans will undergo a more complicated pro-
cedure. On the one hand, it complicates the financing of 
economic activities and document circulation; on the other, 
it helps to reduce the number of non-performing loans and 
creates proper relationships between the bank and clients.  
The resolution of the NBU Board dated May 26, 2000 has 
also affected stimuli to lend. It classifies banks according to 
capitalisation levels and determines reasons and the proce-
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the Resolution on the procedure for giving banks licenses to per-
form banking operations dated October 22, 1999. 
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dure in which the NBU applies measures for the infringe-
ment of banking legislation. According to the resolution, a 
negatively classified loan portfolio (a criterion for classifying 
banks according to capitalisation levels) includes substan-
dard loans. As the majority of loans to domestic businesses 
can be classified as substandard, we do not expect lending 
activities to increase significantly without structural reforms.  
The resolution of the NBU Board dated March 15, 2000 ex-
tended the list of legal entities and individuals considered as 
insiders.65 According to the resolution, insiders are compa-
nies which own 10% of a bank (compared to the previous 
benchmark of 20%). Insiders also comprise legal entities and 
individuals who can influence the decision-making process of 
a bank (even if they are not equity holders), if this can be 
proved by evidence. 
The resolution of the NBU Board dated December 22, 1999 
restored the right of commercial banks to obtain loans nomi-
nated in foreign currencies (restrictions were imposed in the 
fall of 1998), which is another measure for financial market 
liberalisation after the 1998 crisis.  
Effectiveness of monetary policy instruments 
The new rules of foreign exchange trade in the inter-bank 
market set by Resolution of the NBU Board dated December 
13, 1999 restricted commercial bank speculations in the mar-
ket. Previously, banks could both buy and sell foreign ex-
change in the inter-bank market. Banks should announce 
their net position at the beginning of the trading day and act 
either as a buyer or seller. And though this change reduces 
the flexibility of commercial bank operations, we consider it 
expedient from the standpoint of exchange rate stability.  
The Law of Ukraine On amending the Law of Ukraine On 
the National Bank of Ukraine dated July 13, 2000 also facili-
tated the implementation of monetary policy. It deprived the 
NBU Council of the status of NBU supreme administrative 
body and allowed the NBU to write arrears off banks ac-
counts to meet its own liabilities. From now on, the NBU has 
the unconditional right to satisfy any claim associated with 
refinancing a commercial bank, on the claims maturity date. 
This allows improving the control over monetary aggregates. 
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Prospective changes 
The new Law On banks and banking activities is a docu-
ment that can eliminate a lot of the sectors problems (the 
draft passed first reading on June 1, 2000). Firstly, the draft 
law envisions that the norms currently formulated as bylaws 
will acquire the status of legislation. Banking regulation will 
become more stable, because issuing a law is a more compli-
cated procedure than creating branch acts. Secondly, banks 
will disclose bank secrets only by permission of the bearer of 
information, or according to the respective court decision, 
which will increase the confidence of economic agents in the 
banking sector. The draft law also envisions classifying banks 
as multi-purpose, savings, investment, clearing, and mort-
gage banks, which allows introducing regulations that will 
consider the specifics and risks of activities of each type. 
At the same time, the draft law creates a different procedure 
from the one in effect for bank liquidation, in case of insol-
vency. This also envisions that the NBU may decide on com-
pulsory liquidation of a bank. The norm of the draft law that 
grants the NBU the right to enforce compulsory reorganisa-
tion in case of evidence of banks insolvency, can put sig-
nificant pressure on banks, because the term evidence of 
banks insolvency is not determined in the draft law.  
In our opinion, the following steps should be made in the 
sphere of banking regulation: 
· Improve and approve the new Law On banks and bank-
ing activities.  
· Fulfil the tasks mentioned in the Presidential Decree 
On measures for reinforcing the banking system of 
Ukraine and increasing its role in economic transforma-
tion processes dated July 14, 2000. It is necessary to 
adopt legislative acts that would protect creditors rights 
and ensure borrowers responsibility for targeted usage 
and timely reimbursement of borrowed funds. These in-
clude the laws On crediting, On circulation of bills of 
exchange in Ukraine, and On the insurance fund for 
individuals deposits, as well as amendments to the laws 
On mortgage and On bankruptcy.  
· Approve new editions of the Civil Code and Land Code. 
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List of evaluated legislation 
Regulation of economic activity 
Law of Ukraine “On licensing certain types of economic 
activity” 
dated  
June , 
№ +III  
Law of Ukraine “On amending the Law of Ukraine ‘On us+
ing electronic cash registers and sales books 
in transactions with customers in trade, ca+
tering, and the services sector’” 
dated  
June , 
№ +III 
Law of Ukraine “On amending the Law of Ukraine ‘On fi+
nancial accounting and reporting in 
Ukraine’” 
dated June 
,   
№ +III  
Law of Ukraine “On amending the Law of Ukraine ‘On state 
statistics’” 
dated July 
,   
№ +III 
Law of Ukraine “On amending the Law of Ukraine ‘On us+
ing electronic cash registers and sales books 
in transactions with customers in trade, ca+
tering, and the services sector’” 
dated July 
,   
№ +III  
Presidential  
Decree 
 “On measures to ensure the redemption of 
debts to budgets and state targeted funds, 
and the repayment of loans” 
dated  
December 
,  
№ / 
Presidential  
Decree 
“On introducing an integrated regulatory 
policy in the sphere of entrepreneurship” 
dated Janu+
ary ,  
№ / 
Presidential  
Decree 
“On additional measures to strengthen the 
fight against hiding untaxed incomes, and 
also laundering illegally earned profits” 
dated June 
,  
№ / 
Presidential 
Decree 
“On approving the Regulations on the State 
Tax Administration” 
dated July 
,  
№ / 
Presidential  
Decree 
“On measures to support business activity 
and its further development” 
dated July 
,  
№ / 
Cabinet of Min+
isters Resolution 
“On approving the Methodological recom+
mendations on preparing substantiations 
for draft regulatory acts” 
dated May , 
  
№  
Cabinet of Min+
isters Resolution 
“On creating the Council of Business Asso+
ciations at the Government Committee on 
Economic Development” 
dated May 
,  
№  
Cabinet of Min+
isters Resolution 
“On approving the Regulations on the pro+
cedure for drafting regulatory acts” 
dated July 
,  
№  
Cabinet of Min+
isters Resolution 
“On ensuring the redemption of budget 
losses caused by repayment of foreign loans 
gained by the state or granted under state 
guarantees” 
dated Sep+
tember , 
 
№  
Order of the 
State Tax Ad+
ministration 
“On changing the Procedures for forming 
corporate profit declaration” 
dated June 
,   
№  
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Taxation policy 
Law of Ukraine “On imposing a single levy which is paid at 
checkpoints on the national border of 
Ukraine” 
dated  
November , 
 
№ +XIV 
Law of Ukraine “On amending Article  of the Law of 
Ukraine ‘On the tax system’” 
dated  
November , 
 
№ +XIV 
Law of Ukraine “On amending some laws of Ukraine on the 
taxation of excised goods (products) 
dated  
November , 
 
№ +XIV 
Law of Ukraine “On amending the Law of Ukraine ‘On the 
rates of excise and import duty on tobacco 
products’” 
dated  
November 
,  
№ +XIV 
Law of Ukraine “On amending the Law of Ukraine ‘On the 
value+added tax’” 
dated  
December , 
 
№ +XIV 
Law of Ukraine “On amending Article  of the Law of 
Ukraine ‘On the value+added tax’” 
dated  
December, 
  
№ +XIV 
Law of Ukraine “On conducting an economic experiment in 
order to stabilise performance of Chernivtsi 
oblast’s enterprises of light and wood proc+
essing industries” 
dated  
January , 
 
№ +XIV 
Law of Ukraine “On abolishing discrimination in the taxa+
tion of legal entities which use assets and 
capital of domestic origin” 
dated  
February , 
 
№ +XIV 
Law of Ukraine “On the State Budget of Ukraine for ” dated  
February , 
 
№ +ІІІ 
Law of Ukraine “On amending some laws of Ukraine on 
taxation” 
dated March 
,  
№ +ІІІ 
Law of Ukraine “On amending the Law of Ukraine ‘On the 
rates of excise and import duty on certain 
goods (products)’” 
dated March 
,  
№ +ІІІ 
Law of Ukraine “On amending the Law of Ukraine ‘On the 
rates of excise and import duty on ethyl al+
cohol and alcoholic beverages’” 
dated March 
,  
№ +ІІІ 
Law of Ukraine “On amending the Law of Ukraine ‘On the 
value+added tax’” 
dated June , 
 
№ +ІІІ 
Presidential  
Decree 
“On the Regulations on the Ministry of Fi+
nance of Ukraine” 
dated August 
  
№ / 
Resolution of the 
Verkhovna Rada 
“On recognising the draft Tax Code of 
Ukraine as a framework” 
dated July 
,  
№ +ІІІ 
Cabinet of Min+
isters Resolution 
“On creating the Ukrainian State Innovation 
Company” 
dated April 
,  
№  
Cabinet of Min+
isters Resolution 
“On some issues regarding value+added tax 
refunds and the regulation of payments to 
the budget” 
dated De+
cember , 
 
№  
New economic legislation, – 
Policy Studies, December  
Foreign trade 
Cabinet of Min+
isters Resolution 
“On changing the rates of import duty on 
certain types of goods and amending some 
resolutions of the Cabinet of Ministers of 
Ukraine” 
dated  
September 
,  
№  
Cabinet of Min+
isters Resolution 
“On the list of enterprises in the ore mining 
and smelting sector that participate in an 
economic experiment” 
dated  
October , 
 
№  
Cabinet of Min+
isters Resolution 
“On imposing new rates of import duty on 
certain types of goods” 
dated  
November 
,  
№  
Cabinet of Min+
isters Resolution 
“On approving the Procedure for conduct+
ing investigations directed at disclosing facts 
of discriminatory and/or unfriendly actions 
from other states, customs unions and eco+
nomic associations regarding the legal 
rights and interests of entities of foreign 
economic activity in Ukraine” 
dated 
November 
,  
№  
Cabinet of Min+
isters Resolution 
“On changing the rates of import duty on 
certain types of goods and amending some 
resolutions of the Cabinet of Ministers of 
Ukraine” 
dated  
January , 
 
№  
Cabinet of Min+
isters Resolution 
“On changing the rates of import duty on 
certain types of goods and amending some 
resolutions of the Cabinet of Ministers of 
Ukraine” 
dated  
January , 
 
№  
Cabinet of Min+
isters Resolution 
“On changing the rates of import duty on 
certain types of agricultural equipment and 
machines, and components” 
dated March 
,  
№  
Cabinet of Min+
isters Resolution 
“On bringing decisions of the Cabinet of 
Ministers of Ukraine into line with the EU 
Partnership and Cooperation Agreement” 
dated March 
,  
№  
Cabinet of Min+
isters Resolution 
“On changing the rates of import duty on 
certain types of goods” 
dated April 
,  
№  
Cabinet of Min+
isters Resolution 
“On changing the rates of import duty on 
some goods and amending some resolutions 
of the Cabinet of Ministers of Ukraine” 
dated  
May ,  
№  
Cabinet of Min+
isters Resolution 
“On changing the rates of import duty on 
certain types of goods” 
dated  
June ,  
№  
Cabinet of Min+
isters Resolution 
“On changing the rates of import duty on 
certain types of goods” 
dated June , 
 
№  
Cabinet of Min+
isters Resolution 
“On amending Cabinet of Ministers Resolu+
tion № dated October , ” 
dated July 
,  
№  
Cabinet of Min+
isters Resolution 
“On amending Cabinet of Ministers Resolu+
tion №  dated January , ” 
dated August 
,  
№  
Competition policy 
Law of Ukraine “On the procurement of goods, works, and 
services with government funds” 
dated  
February , 
 
№ +ІІІ 
New economic legislation, – 
 Policy Studies, December  
Law of Ukraine “On natural monopolies” dated April 
,  
№ +ІІІ 
Law of Ukraine “On amending the Law of Ukraine ‘On the 
Antimonopoly Committee’” 
dated July 
,  
№ +ІІІ 
Special economic zones 
Law of Ukraine “On amending Article  of the Law of 
Ukraine ‘On the special regime for invest+
ment activity in priority development areas 
of Luhansk oblast’” 
dated No+
vember , 
 
№ +XIV 
Law of Ukraine “On the special regime for investment activ+
ity in priority development areas of Zhyto+
myr oblast” 
dated De+
cember , 
 
№ +XIV 
Law of Ukraine “On the ‘Reni’ special economic zone” dated March 
,  
№ +III 
Law of Ukraine “On the ‘Porto+Franko’ special (free) eco+
nomic zone in the areas of the Odesa Ma+
rina and Commercial Port” 
dated March 
,  
№ +III 
Law of Ukraine “On the ‘Mykolaiv’ special economic zone” dated July 
,  
№ +III 
Cabinet of Min+
isters Resolution 
“On certain issues of investment activity in 
priority development areas and special eco+
nomic zones” 
dated July 
,  
№  
Cabinet of Min+
isters Resolution 
“On measures for creating and functioning 
of special economic zones and areas granted 
a special regime for investment activity”  
dated  
September 
,  
№  
Order of the 
Ministry of 
Economy of 
Ukraine 
“On approving the Regulation on the crite+
ria for determining priority activities within 
the territory of special zones and areas 
granted a special regime for investments” 
dated March 
,  
№ / 
Intellectual property 
Law of Ukraine “On Ukraine joining the General Protocol 
on Using the Vienna and Paris conventions” 
dated 
November 
,  
№ +XIV 
Law of Ukraine “On distributing audiovisual works and re+
cords” 
dated March 
,  
№ +ІІІ 
Law of Ukraine “On acceding to the Nice Agreement for the 
International Classification of Goods and 
Services to which Trademarks are Applied” 
dated June , 
 
№ +ІІІ 
Law of Ukraine “On acceding to the Protocol of the Madrid 
Agreement for the International Registra+
tion of Trademarks” 
dated June , 
 
№ +ІІІ 
Law of Ukraine “On amending the Law of Ukraine ‘On pro+
tecting the rights to inventions and useful 
models’” 
dated June , 
 
№ +ІІІ 
Contract enforcement 
Law of Ukraine  “On suspending the Law of Ukraine ‘On 
bankruptcy’ regarding the bankruptcy of 
coal+mining, coal+processing, and coal+mine 
building enterprises of Ukraine” 
dated  
November 
,  
№ +XIV 
New economic legislation, – 
Policy Studies, December  
Law of Ukraine  “On amending Article  of the Decree of the 
Cabinet of Ministers of Ukraine ‘On the 
state duty’” 
Dated 
November 
,  
№ +XIV 
Presidential  
Decree 
“On creating panels of judges on examining 
cases of tax and levy (compulsory payment) 
collection at commercial courts of Ukraine” 
dated  
August , 
  
№ / 
Presidential  
Decree 
“On the Board on Judicial System Reform in 
Ukraine” 
dated August 
,  
№/ 
Resolution of the 
Verkhovna Rada 
“On rejecting the draft Law of Ukraine on 
the judiciary” 
dated March 
,  
№ +ІІІ 
Resolution of the 
Verkhovna Rada 
“On the draft Economic (Commercial) 
Code of Ukraine and the draft Civil Code of 
Ukraine” 
dated June , 
 
№ +ІІІ 
Privatisation and the stock market 
Law of Ukraine “On the list of state+owned entities which are 
not subject to privatisation” 
dated July , 
 
№ +XIV 
Law of Ukraine “On amending Article  of the Law of 
Ukraine ‘On state property privatisation’” 
dated 
November , 
 
№ +XIV 
Law of Ukraine “On amending Article  of the Law of 
Ukraine ‘On state property privatisation’” 
dated April 
,  
№ +ІІІ 
Law of Ukraine “On the State Privatisation Program” dated May 
,  
№ +ІІІ 
Law of Ukraine “On the particularities of privatisation of 
enterprises managed by the Ministry of De+
fence of Ukraine” 
dated May 
,  
№ +ІІІ 
Law of Ukraine “On the particularities of Ukrtelekom joint+
stock company privatisation” 
dated July 
,  
№ +ІІІ 
Law of Ukraine “On amending the Law of Ukraine ‘On pri+
vatisation of small+size state enterprises’”  
dated July 
,  
№ +ІІІ 
Law of Ukraine “On the particularities of privatisation of 
incomplete construction” 
dated 
September 
,  
№ +ІІІ 
Presidential  
Decree 
“On the main directions of development of 
the stock market in Ukraine in ” 
dated Octo+
ber ,  
№ / 
Presidential  
Decree 
“On changing the system of central govern+
ment” 
dated  
December 
,  
№ / 
Presidential  
Decree 
“On priority measures for the acceleration 
of privatisation in Ukraine” 
dated  
December 
,  
№ / 
Presidential  
Decree 
“On measures to develop the main indus+
tries in Dnipropetrovsk and Donetsk 
oblasts”  
dated  
January , 
 
№ / 
Presidential  
Decree 
“On measures to develop and regulate the 
markets of settlement land and non+
agricultural land” 
dated  
February , 
 
№ / 
Presidential  
Decree 
“On the Derzhinvest Ukrainy joint+stock 
company” 
dated March 
,  
№ / 
New economic legislation, – 
 Policy Studies, December  
Presidential  
Decree 
“On measures to allocate funds proceeded 
from state property privatisation to innova+
tive investment in strategic enterprises 
regarding national economy and security” 
dated July 
,  
№ / 
Cabinet of Min+
isters Resolution 
“On the list of public joint+stock companies 
to be sold in ” 
dated Janu+
ary ,  
№  
Cabinet of Min+
isters Resolution 
“On the list of public joint+stock companies 
to be sold for cash in ” 
dated Janu+
ary ,  
№  
Cabinet of Min+
isters Resolution 
“On the list of public joint+stock companies 
to be sold for cash in ” 
dated March 
,  
№  
Cabinet of Min+
isters Resolution 
“On state corporate rights management” dated May 
,  
№  
Cabinet of Min+
isters Resolution 
“On approving the list of strategic enter+
prises regarding national economy and se+
curity” 
dated August 
,  
№  
Agriculture 
Law of Ukraine “On offsetting tax and levy arrears because 
of reforming agricultural enterprises” 
dated March 
,  
№ +ІІІ 
Presidential  
Decree 
“On urgent measures to reform the agricul+
tural sector of the economy” 
dated De+
cember , 
 
№ / 
Presidential  
Decree 
“On measures to ensure the creation and 
functioning of the agricultural market” 
dated June , 
 
№ / 
Presidential  
Decree 
“On urgent measures to stimulate produc+
tion and the development of the grain mar+
ket” 
dated June 
,  
№ / 
Cabinet of Min+
isters Resolution 
“On encouraging activities in the exchange 
market for agricultural commodity and in+
put supplies” 
dated  
October , 
 
№  
Cabinet of Min+
isters Resolution 
“On revoking Cabinet of Ministers Resolu+
tion №  dated October , ” 
dated Janu+
ary ,  
№  
Cabinet of Min+
isters Resolution 
“On new approaches to providing agricul+
tural producers with inputs” 
dated Janu+
ary ,  
№  
Cabinet of Min+
isters Resolution 
“On approaches to providing agricultural 
producers with mineral fertilisers in ” 
dated  
February , 
 
№  
Cabinet of Min+
isters Resolution 
“On additional measures to grant loans for 
complexes of agricultural operations” 
dated  
February , 
 
№  
Cabinet of Min+
isters Resolution 
“On some issues of state regulation of sugar 
production and distribution” 
dated June , 
 
№  
Cabinet of Min+
isters Resolution 
“On amending Cabinet of Ministers Resolu+
tion №  dated February ,  and 
revoking some Cabinet of Ministers resolu+
tions” 
dated June , 
 
№  
Cabinet of Min+
isters Resolution 
“On measures to improve grain market 
regulation” 
dated July 
,  
№  
Cabinet of Min+
isters Resolution 
“On introducing pledged purchases of grain 
from agricultural producers” 
dated July 
,  
№  
Cabinet of Min+ “On amending and supplementing Cabinet dated July №  
New economic legislation, – 
Policy Studies, December  
isters Resolution of Ministers Resolution №  dated Au+
gust , ”  
,  
Cabinet of Min+
isters Resolution 
“On amending Cabinet of Ministers Resolu+
tion № dated October , ”  
dated July 
,  
№  
Energy sector 
Law of Ukraine “On amending the Law of Ukraine ‘On elec+
tricity’”  
dated June 
,  
№ +ІІІ 
Cabinet of Min+
isters Resolution 
“On approving the Rules for the population 
using electricity” 
dated July 
, , 
with amend+
ments dated 
October , 
 
№ ,  
Cabinet of Min+
isters Resolution 
“On ensuring discipline of payments for 
used natural gas, heat energy, and electric+
ity” 
dated Janu+
ary , , 
with amend+
ments dated 
May  and 
November , 
 
№ , , 
 
Cabinet of Min+
isters Resolution 
“On creating the Energorynok State Com+
pany” 
dated  
May ,  
№  
Cabinet of Min+
isters Resolution 
“On revoking Cabinet of Ministers acts re+
garding payment in the fuel and energy in+
dustry” 
dated  
May ,  
№  
Cabinet of Min+
isters Resolution 
“On approving the authorised capital of the 
Energorynok State Company” 
dated  
June ,  
№  
Cabinet of Min+
isters Resolution 
“On conducting payments in the fuel and 
energy industry” 
dated July 
,  
№  
Cabinet of Min+
isters Resolution 
“On regulating relations in the wholesale 
electricity market” 
dated July 
,  
№  
Cabinet of Min+
isters Resolution 
“On approving the Procedures for applying 
sanctions against violations of legislation on 
electricity ” 
dated July 
,  
№  
Banking sector 
Law of Ukraine “On amending the Law of Ukraine ‘On the 
National Bank of Ukraine’” 
dated  
July ,  
№ +III  
Presidential De+
cree 
“On measures to strengthen the banking 
system of Ukraine and to increase its role in 
the process of economic transition” 
dated  
July ,  
№ / 
Resolution of the 
NBU Board  
“On amending and supplementing the In+
struction on the procedure for regulation 
and analysis of commercial bank activities” 
dated 
July ,  
№  
Resolution of the 
NBU Board  
“On approving the Resolution on the pro+
cedures for issuing charge cards and con+
ducting operations with their use”  
dated  
September 
,  
№  
New economic legislation, – 
 Policy Studies, December  
Resolution of the 
NBU Board  
“On amending and supplementing proce+
dure for creation and use of reserves to se+
cure losses associated with credit opera+
tions” 
dated  
October , 
 
№  
Resolution of the 
NBU Board  
“On amending and supplementing the 
Resolution on the procedure for giving 
banks licenses to perform banking opera+
tions” 
dated  
October , 
 
№  
Resolution of the 
NBU Board  
“On approving the Procedure for allowing 
banks to calculate borrowed funds as a part 
of capital, attributing them to a subordi+
nated debt, and on amending the Instruc+
tion on the regulation and analysis of com+
mercial bank activities” 
dated  
October , 
 
№  
Resolution of the 
NBU Board  
“On some issues of exchange regulation” dated  
December 
,  
№  
Resolution of the 
NBU Board  
“On creating proper conditions for the State 
Tax Administration for control related to 
issues of taxation, sufficient to ensure reve+
nues to the State Budget of Ukraine and the 
improvement of procedures for informa+
tion exchange between the national Bank of 
Ukraine, commercial banks and their insti+
tutions, and agencies of the State tax Ad+
ministration of Ukraine” 
dated  
December 
,  
№  
Resolution of the 
NBU Board  
“On amending NBU legal acts on granting 
foreign currency loans” 
dated De+
cember , 
 
№  
Resolution of the 
NBU Board  
“On the new procedure for creation and use 
of reserves to secure losses associated with 
credit operations” 
dated Janu+
ary ,  
№  
Resolution of the 
NBU Board  
“On amending and supplementing the In+
struction on the procedure for regulation 
and analysis of commercial bank activities” 
dated March 
,  
№  
Resolution of the 
NBU Board  
“On the new procedure for creation and use 
of reserves to secure losses associated with 
credit operations” 
dated April 
,  
№  
Resolution of the 
NBU Board  
“On amending the Resolution on proce+
dures for creating and registering commer+
cial banks”  
dated April 
,  
№  
Resolution of the 
NBU Board  
“On approving the Resolution on using 
measures for the infringement of banking 
legislation and the amendment of legal acts 
of the NBU by the National Bank of Ukraine 
and other financial institutions” 
dated May 
,  
№  
Resolution of the 
NBU Board  
“On the new procedure for creation and use 
of reserves to secure losses associated with 
credit operations” 
dated July , 
 
№  
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